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March 17, 2005 SN

Mr. Charles L.A. Terreni

Chief Clerk/Administrator

South Carolina Public Service Commission
101 Executive Center Dr., Suite 100
Columbia, SC 29210

Re:  Est. Of A Universal Service Fund In Order To Comply W/Act 354 Which
Became Law On 5-29-96. (All Lecs Are Automatically A Party)
Rebuttal: 7/10/00; Surrebuttal: 7/12/00
PSC Docket No.: 1997-239-C

Dear Charles:

Enclosed for filing please find the original and twenty-six (26) copies of the
Prefiled Direct Testimony of Office of Regulatory Staff Witness Katie C. Morgan in the
above referenced matter. Please date stamp the extra copy enclosed and return it to me
via our courier.

Also, we have served same on all parties of record and enclose a Certificate of
Service to that effect.

Please let me know if you have any questions.

Sincerely,

Wendy 73 &Ud%uigw
Wendy B. Cartledge
WBCl/cc

Enclosures
cc: All parties of record
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This is to certify that I, Cindy Clary, an employee with the Office of Regulatory Staff,
have this date served one (1) copy of the Direct Testimony of Office of Regulatory Staff
Witness Katie C. Morgan in the above-referenced matter to the person(s) named below by
causing said copy to be deposited in the United States Postal Service, first class postage prepaid
and affixed thereto, and addressed as shown below:

Robert D. Coble, Esquire
Post Office Drawer 2426
Columbia, SC 29202-2426

Patrick W. Turner, Esquire
BellSouth Telecommunications, Inc.
Post Office Box 752
Columbia, SC 29202

Mr. Martin H. Bocock, Jr.
Director-External Affairs SC
SPRINT
1122 Lady Street, Suite 1050
Columbia, SC 29201

William R. Atkinson, Esquire
United Telephone and Sprint Communications
3065 Cumberland Circle
Mailstop GAATLDO0602
Atlanta, GA 30339
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Craig K. Davis, Esquire
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Darra W. Cothran, Esquire
Post Office Box 12399
Columbia, SC 29211

Faye A. Flowers, Esquire
Post Office Box 1509
Columbia, SC 29202-1509

Frank R. Ellerbe, III, Esquire
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Columbia, SC 29202

Gene V. Coker, Esquire
1200 Peachtree Street NE
Suite 8100
Atlanta, Georgia 30309

John F. Beach, Esquire
Post Office Box 2285
Columbia, SC 29202

John M.S. Hoefer, Esquire
Willoughby & Hoefer, P.A.
Post Office Box 8416
Columbia, SC 29202-8416

M. John Bowen, Jr., Esquire
Post Office Box 11390
Columbia, SC 29211

Nanette Edwards, Esquire
4092 S. Memorial Parkway
Huntsville, AL 35802
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Steven W. Hamm, Esquire
Post Office Box 7788
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Columbia, SC 29202

Scott Elliott, Esquire
Elliott & Elliott, P.A.
721 Olive Street
Columbia, SC 29205
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TESTIMONY OF KATIE C. MORGAN
FOR
THE OFFICE OF REGULATORY STAFF
DOCKET NO. 97-239-C
IN RE: UNIVERSAL SERVICE FUND
Lifeline/Link-up

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND
OCCUPATION.

My name is Katie C. Morgan. My business address is 1441 Main Street, Suite 300,
Columbia, South Carolina 29201. I am employed by the State of South Carolina as
the Director of the Telecommunications, Transportation, Water and Wastewater
Division of the Office of Regulatory Staff.

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND
EXPERIENCE.

I am a 1986 graduate of the College of Charleston where I earned a B.S. in
Mathematics and a B.A. in Political Science. In 1988, I earned a Master of Public
Administration Degree from the University of South Carolina. Also in 1988, I
joined the staff of Governor Carroll Campbell’s office where I served as a grants
administrator before taking the position of program manager in the Governor’s
Energy Office in 1989. In 1992, I joined the newly created South Carolina State
Energy Office operating under the State Budget and Control Board. I was named
deputy director of the State Energy Office in 1994 with responsibilities for working

with investor owned gas and electric utilities on their integrated resource plans,
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demand side management activities for state and local government, and forecasting
energy use for the state. In 1996, I moved into the position of Assistant Executive
Director of the Budget and Control Board (Board). In this position, I was
responsible for various legislative initiatives and partnership programs sponsored
by the Board.

In 1998, I was named Deputy Director for the Office of Information Resources
with responsibilities for the financial management of the state’s telephone system,
data network, and computer systems. 1 was also charged with the financial
responsibility for the state’s K-12 School Technology Initiative. This program
used state funding to leverage monies available through the federal Universal
Service Fund to provide data connectivity to the state’s schools and libraries. In
2000, the duties of the Office of Information Resources merged with the State’s
Information Technology Planning organization and Information Technology
Management Office. In this new Board agency, I was Deputy Chief Information
Officer with responsibility for strategic planning, finance, statewide IT
procurement, billing, accounting, human resources, legislative initiatives, customer
relations and marketing. In July 2004, I left my position with the State CIO to join
the Office of Regulatory Staff.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?

The purpose of my testimony is to modify and supplement information provided to
the Public Service Commission of South Carolina by the Office of Regulatory Staff

in its December 15, 2004 letter concerning the Lifeline and Link up programs.
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ARE YOUR FINDINGS CONTAINED IN THIS TESTIMONY AND
ACCOMPANYING EXHIBITS?

Yes, my testimony and the attached exhibits detail my findings and
recommendations.

PLEASE EXPLAIN HOW YOU COMPILED INFORMATION FOR YOUR
TESTIMONY AND EXHIBITS.

Since submission of the letter to the Commission in December 2004, I have had
additional conversations with utility representatives, staff members of the
Department of Social Services, the Department of Health and Human Services, the
Budget and Control Board’s Office of Research and Statistical Services, and the
Council on Aging. I have also examined additional information concerning the
April 29, 2004 FCC order pertaining to the increase of the federal Lifeline program
to 135% of the Federal Poverty Guidelines. From these discussions and readings, I
have learned more about 1) the current eligibility intake requirements and
processes, 2) the current process used by the telephone companies to verify
continuing eligibility of Lifeline recipients, 3) the outreach efforts by the telephone
companies and social services agencies to inform potential clients of the
availability of Lifeline, and 4) the impact the modifications to the current Lifeline
process may have on the telephone companies providing Lifeline.

PLEASE DESCRIBE YOUR UNDERSTANDING OF THE CURRENT
ELIGIBILITY INTAKE AND VERIFICATION PROCESSES.

My understanding of the current eligibility intake requirements and verification

process is based on a document provided by the South Carolina Telephone

THE OFFICE OF REGULATORY STAFF
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Association entitled “New Lifeline Eligibility Verification Procedure.” This
document is attached as exhibit KCM-1. (It should be noted that this document
refers to the Budget and Control Board’s Office of Research and Statistics as
“ORS.” This should not be confused with the Office of Regulatory Staff.) This
process was developed through a collaborative effort between DSS, DHHS, the
Office of Research and Statistics, and the various Incumbent Local Exchange
Carriers (ILECs). All of the South Carolina ILECs, other than Chesnee Telephone,
PBT, Verizon, and West Carolina Telephone, currently use this process.
The Lifeline Eligibility Verification process involves two steps: application and
on-going verification. The first step requires the customer to complete a Lifeline
Authorization Form and submit it to DSS or DHHS for certification. Certification
is based on eligibility for Food Stamps, Temporary Assistance for Needy Families
(TANF), or Medicaid. If the customer applies at the telephone company, he or she
must make an additional trip to the DSS/DHHS office for certification. Once
DSS/DHHS certifies that the customer is eligible for one or more of the support
programs, the agency submits the certified application to the telephone company
for processing.
The second step is the on-going verification process. This process involves the
participating companies submitting electronic files of Lifeline participants to the
Office of Research and Statistics for comparison to DSS and DHHS client files.
Using the Office of Research and Statistics is an efficient way for the companies to
validate their information while protecting the customers pursuant to HIPAA

privacy requirements. It is my understanding that as of January 2005, all

THE OFFICE OF REGULATORY STAFF
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companies participating in the Lifeline Eligibility Verification Process are
submitting their data to the Office of Research and Statistics for validation.
PLEASE DISCUSS YOUR FINDINGS CONCERNING ELIGIBILITY
REQUIREMENTS FOR LIFELINE AND LINK-UP.

In Order No. 87-1343 which created the Link-up Program, the Commission
established participation in certain subsistence programs as the eligibility criteria
for receiving Link-up benefits. Subsequently, the Commission adopted these same
programs as eligibility criteria for the Lifeline program. These programs include
TANF, Food Stamps and Medicaid. Each of these programs has different, but
narrowly defined, income requirements as specified in the FCC rules and
regulations, 47 C.F.R. 54.409. (See Exhibit KCM-2). Eligibility for Food Stamps
is 130% of the Federal Poverty Guidelines (FPG), and eligibility for TANF is 50%
of the FPG. Medicaid eligibility is based on the specific program being provided.
For example, pregnant women and children up to one year of age may be eligible
for benefits if their income is up to 185% of the FPG, children may qualify if their
family income is up to 150% of the FPG, and seniors may qualify for limited
benefits at 133% of FPG. Most other Medicaid programs are provided if the
applicant’s income is at or below 100% of the FPG. There are no additional
independent income eligibility criteria for Lifeline and Link-up established by the
Commission.

The federal government has established the following as eligibility criteria for those
states not having a state-approved Lifeline program. The FCC regulations state,

“To qualify to receive Lifeline service in a state that does not mandate state Lifeline

THE OFFICE OF REGULATORY STAFF
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support, a consumer’s income... must be at or below 135% of the Federal Poverty
Guidelines or a consumer must participate in one of the following federal
assistance programs: Medicaid; Food Stamps; Supplemental Security Income;
Federal Public Housing Assistance (Section 8); Low-Income Home Energy
Assistance Program; National School Lunch Program’s free lunch program; or
Temporary Assistance for Needy Families.” In addition, the FCC’s April 29, 2004
order issued pursuant to WC Docket No. 03-109, encouraged ALL states, including
those states with their own eligibility criteria, to adopt the income based criteria of
135% of the Federal Poverty level.

HOW DOES THE DIFFERENCE BETWEEN THE SOUTH CAROLINA
LIFELINE ELIGIBILITY CRITERIA AND THE FEDERAL LIFELINE
ELIGIBILITY CRITERIA RELATE TO THE IMPLEMENTATION OF
THE CONSENT ORDER BETWEEN BELLSOUTH AND THE
CONSUMER ADVOCATE?

In the consent order, BellSouth agreed to “provide Lifeline credits to its end user
customers who are at or below 125% of the federal poverty level if an agency of the
State of South Carolina accepts applications from BellSouth end user customers
seeking Lifeline credits under this criteria and confirms to BellSouth that such end
user customers are actually at or below 125% of the federal poverty level.” Order
Recommending Acceptance of Agreement, Appendix A at 3, § 5, Consumer

Advocate v. South Carolina Public Service Commission, Case No. 00-CP-40-2935

(5" Cir. S.C., May 19, 2004).

THE OFFICE OF REGULATORY STAFF
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Since South Carolina determines eligibility strictly by participation in an approved
subsistence program, there is no independent process available for verification that
customers are at or below a certain income level. Therefore, a process must be
established to make such a determination in order for BellSouth to comply with this
order. In its letter to the Commission dated December 15, 2004, ORS proposed to
serve in this role.

IN THE DECEMBER 15, 2004 LETTER, ORS NOT ONLY PROPOSED TO
SERVE IN THE ROLE OF INTAKE COORDINATOR, BUT ALSO
SUGGESTED THAT AN OUTREACH COORDINATOR MAY BE
APPROPRIATE. PLEASE EXPLAIN.

After discussions with DSS, DHHS, and the Lieutenant Governor’s Office on
Aging, I have determined that there is very little outreach effort for the Lifeline
program in the local county offices. It is certainly not that the agencies lack the
desire to reach out to their clients about this program; it is simply a matter of staff
time and knowledge. Recent budget cuts have impacted these agencies
tremendously. Reductions in force and staff turnover have resulted in caseworkers
who are unfamiliar with the program or who may not take the opportunity to
inform their clients about the program.

There was also concern expressed by the agencies that some eligible consumers
may not be participating in the program because they have not filed for the
approved subsistence programs. This is especially true for our elderly population

who may participate in Medicare but fail to apply for Medicaid benefits for which

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211



10

11

12

13

14

15

16

17

18

19

20

21

22

23

Testimony of Katie C. Morgan Docket No. 97-239-C Lifeline/Link-up

Page 8
they are eligible. This may be a growing problem since South Carolina ranks ninth
in the United States for increases in its senior population.

IN ORS’ DECEMBER 15, 2004 LETTER, ORS ALSO DISCUSSED THE
POTENTIAL FOR INCREASED PARTICIPATION IN THE LIFELINE
PROGRAM. DO YOU HAVE ADDITIONAL INSIGHT INTO THE
POTENTIAL EXPANSION OF THE ELIGIBILITY REQUIREMENTS OR
OF AN OUTREACH PROGRAM?

Yes. In its proceedings on the federal Lifeline program, the FCC conducted a study
on what impact changing the eligibility requirement from 100% of FPG to 135%
FPG would have on the number of participants in the program. The FCC’s findings
are listed as Exhibit KCM-3. In this report, the FCC considered the number of
households in South Carolina that would be eligible for Lifeline if South Carolina
used an income based criteria of 100% of FPG. The FCC determined that 249,100
would be eligible (based on 2000 data); however, only 8% of those households
actually participated in the program. Other states had varying levels of
participation. Of households at 100% of poverty level, an average of 37.5%
participated in the program. Certainly, South Carolina should strive to meet the
national average of participation in the Lifeline program.

WHAT IMPACT WOULD AN INCREASED PARTICIPATION IN THE
LIFELINE PROGRAM HAVE ON THE ILECs?

One of the concerns expressed by the carriers is the delay they experience in
receiving reimbursement from the state USF for Lifeline participants. Because the

State USF guidelines only require an annual true-up, it may be up to a year before

THE OFFICE OF REGULATORY STAFF
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the companies receive reimbursement from the program expansion.  The
Commission may want to consider modifying the existing USF guidelines to enable
a true-up for Lifeline to occur more frequently than once per year.

BASED ON THE ADDITIONAL INFORMATION YOU HAVE
GATHERED, DO YOU HAVE ANY CHANGES TO YOUR ORIGINAL
PROPOSAL TO THE COMMISSION?

Yes. Since the original submission, ORS has learned of the computerized process
used for verification of continuing eligibility that was coordinated between the
companies, DSS, DHHS, and the Office of Research and Statistics. Because this
program is in place, we would remove the request for $15,000 for computer
programming. In addition, we would reduce the amount of contractual services
listed under the Outreach Coordinator from $70,000 to $35,000. Thus, we would
revise the original request from $263,543 to $203,543.

If the Commission decides that an intake coordinator role is one that ORS should
assume, we will work with BellSouth in devising an income verification program
that would be acceptable to all parties. Hopefully we can build upon the
collaborative process already established by the companies and the state agencies
currently involved in this process.

Likewise, if the Commission decides that Lifeline outreach is a role for ORS, we
will work with both the companies and the social service agencies to expand the
awareness of the Lifeline program in South Carolina.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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Exhibit KCM-1

New Lifeline Eligibility Verification Procedure
Effective January 1, 2004

New eligibility verification process for telephone customers applying for Lifeline

Discounted Telephone Rate after January 1, 2004. Existing Lifeline customers are not
affected.

SC Medicaid eligibility has been transferred to DHHS from DSS. Food Stamp & TANF
programs continue at DSS.

I - Telcos are required to sign Memos of Understanding with DHHS.
(DSS Contracts are already on file. There may be some Telcos who don’t have a
contract with DSS, who will need to execute such.)

IT - Telcos contact their local DSS & DHHS offices to arrange for completion of the
authorization form. State agencies retain one copy and send duplicate to Telco after
certification. Telco and state agencies must maintain records.

III — After January 1, 2004 Telcos send Lifeline Customer lists to ORS for verification.

Continued. ..




Lifeline Application Process

1) Customer completes Lifeline Authorization Form at either Telco or
DSS or DHHS local offices.

e If Customer at Telco office —
o Customer takes Authorization to local DSS or DHHS office for
certification. (List of County Offices — attached)
o Food Stamps/TANF - DSS.
o Medicaid - DHHS.

e DSS & or DHHS certifies Authorization & transmits copy (Fax, Email, US Postal
Svc.) to Telco.

= DSS Clients eligible for Lifeline via
¢ Food Stamps - eligibility is 130% FPG
e  Temporary Assistance for Needy Families TANF — 50%FPG

» DHHS Clients eligible for Lifeline via
e Medicaid — 150% FPG — adults W kids. 100% FPG — adults.

e If Customer at DSS/DHHS office —
o Customer completes application, agency certifies, agency transmits copy
of certified application to Telco.

V - Certified customer receives Lifeline rate as long as recipient of Food Stamps, TANF

or Medicaid. Ongoing customer eligibility verified by DSS and or DHHS.

Ongoing Lifeline Verification

State Office of Research & Statistics maintains client database
for both DSS & DHHS.

Previous data transmittal methods continue except for the changes, effective January 1,
2004, noted below.



1))

2)

3)

4)

5)

Ongoing Verification Process

Telco prepares electronic file.

e CD-Roms (preferred) or diskettes.
(ORS can read 3490 cartridges but CDs are preferred.)

Telcos mail CDs to ORS at address below.

For Lifeline, ¢/o Diana Tester
Office of Research & Statistics
1919 Blanding Street
Columbia, SC 29201

ORS compares Telco Lifeline Customer list with DSS & DHHS records.
ORS Flags names of Food Stamp, TANF & Medicaid clients as eligible for
Lifeline Rate to continue. Unflagged names are no longer eligible.

ORS sends Telco list to DHHS which mails CD back to Telco.

Telco notifies ineligible customers they will no longer receive Lifeline rate.

-0-

Contacts

Administrative Issues

Patti Davis — DHHS
803-898-2610
davisp@dhhs.state.sc.us

Computer — Technical Issues

David Patterson — ORS
803-898-9940
dpatters@sc.gov




Federal Communications Commission

tariffed (or otherwise generally avail-
able) residential rate for the services
enumerated in §54.101(a)(1) through
(2)(9). and charge Lifeline consumers
the resulting amount.

(c) Lifeline support for providing toll
limitation shall equal the eligible tele-
communications carrier’s incremental
cost of providing either toll blocking
or toll control, whichever is selected by
the particular consumer.

[62 FR 32948, June 17, 1997, as amended at 63
FR 2128, Jan. 13, 1998; 65 FR 38689, June 21,
2000; 65 FR 47905, Aug. 4, 2000]

§54.405 Carrier obligation to offer
Lifeline.

All eligible telecommunications car-
riers shall:

(a) Make available Lifeline service,
as defined in §54.401, to qualifying low-
income consumers, and

(b) Publicize the availability of Life-
line service in a manner reasonably de-
signed to reach those likely to qualify
for the service.

(c) Notify Lifeline subscribers of im-
pending termination of Lifeline service
if the carrier has a reasonable basis to
believe that the subscriber no longer
meets the Lifeline-qualifying criteria,
as described in §54.409. Notification of
impending termination shall be in the
form of a letter separate from the sub-
scriber’s monthly bill. A carrier pro-
viding Lifeline service in a state that
has dispute resolution procedures ap-
plicable to Lifeline termination, that
requires, at a minimum, written notifi-
cation of impending termination, must
comply with the applicable state re-
quirements.

(d) Allow subscribers 60 days fol-
lowing the date of the impending ter-
mination letter required in paragraph
(c) of this section in which to dem-
onstrate continued eligibility. Sub-
scribers making such a demonstration
must present proof of continued eligi-
bility to the carrier consistent with ap-
plicable state or federal verification re-
quirements, as described in §54.410(c).
Carriers must terminate subscribers
who fail to demonstrate continued eli-
gibility within the 60-day time period.
A carrier providing Lifeline service in
a state that has dispute resolution pro-
cedures applicable to Lifeline termi-

Exhibit KCM-2

§54.409

nation must comply with the applica-
ble state requirements.

[65 FR 47905, Aug. 4, 2000, as amended at 69
FR 34600, June 22, 2004)

EFFECTIVE DATE NOTE: At 69 FR 34600, June
22, 2004, §54.405, paragraphs (c) and (d) were
added. These paragraphs contain information
collection and recordkeeping requirements
and will not become effective until approval
has been given by the Office of Management
and Budget.

§54.407 Reimbursement for offering
Lifeline.

(a) Universal service support for pro-
viding Lifeline shall be provided di-
rectly to the eligible telecommuni-
cations carrier, based on the number of
qualifying low-income consumers it
serves, under administrative proce-
dures determined by the Adminis-
trator.

(b) The eligible telecommunications
carrier may receive universal service
support reimbursement for each quali-
fying low-income consumer served. For
each consumer receiving Lifeline serv-
ice, the reimbursement amount shall
equal the federal support amount, in-
cluding the support amount described
in §54.403(c). The eligible telecommuni-
cations carrier’s universal service sup-
port reimbursement shall not exceed
the carrier’'s standard, non-Lifeline
rate.

(c) In order to receive universal serv-
ice support reimbursement, the eligible
telecommunications carrier must keep
accurate records of the revenues it

forgoes in providing Lifeline in con- I ‘

formity with §54.401. Such records shall
be kept in the form directed by the Ad-
ministrator and provided to the Ad-
ministrator at intervals as directed by
the Administrator or as provided in
this Subpart.

§54.409 Consumer qualification for
Lifeline.

(a) To qualify to receive Lifeline
service in a state that mandates state
Lifeline support, a consumer must
meet the eligibility criteria established
by the state commission for such sup-
port. The state commission shall estab-
lish narrowly targeted qualification
criteria that are based solely on in-
come or factors directly related to in-
come. A state containing geographic

131




§54.410

areas included in the definition of “res-
ervation” and “near reservation,” as de-
fined in §54.400(e), must ensure that its
qualification criteria are reasonably
designed to apply to low-income indi-
viduals living in such areas.

(b) To qualify to receive Lifeline
service in a state that does not man-
date state Lifeline support, a con-
sumer'’s income, as defined in §54.400(f),
must be at or below 135% of the Fed-
eral Poverty Guidelines or a consumer
must participate in one of the fol-
lowing federal assistance programs:
Medicaid; Food Stamps; Supplemental
Security Income; Federal Public Hous-
ing Assistance (Section 8); Low-Income
Home Energy Assistance Program; Na-
tional School Lunch Program’s free
lunch program; or Temporary Assist-
ance for Needy Families.

(¢) A consumer that lives on a res-
ervation or near a reservation, but does
not meet the qualifications for Lifeline
specified in paragraphs (a) and (b) of
this section, nonetheless shall be a
“qualifying low-income consumer” as
defined in §54.400(a) and thus an “eligi-
ble resident of Tribal lands” as defined
in §54.400(e) and shall qualify to receive
Tiers One, Two, and Four Lifeline serv-
ice if the individual participates in one
of the following federal assistance pro-
grams: Bureau of Indian Affairs general
assistance; Tribally administered Tem-
porary Assistance for Needy Families;
Head Start (only those meeting its in-
come qualifying standard); or National
School Lunch Program'’s free lunch
program. Such qualifying low-income
consumer shall also qualify for Tier-
Three Lifeline support, if the carrier
offering the Lifeline service is not sub-
ject to the regulation of the state and
provides carrier-matching funds, as de-
scribed in §54.403(a)(3). To receive Life-
line support under this paragraph for
the eligible resident of Tribal lands,
the eligible telecommunications car-
rier offering the Lifeline service to
such consumer must obtain the con-
sumer's signature on a document certi-
fying under penalty of perjury that the
consumer receives benefits from at
least one of the programs mentioned in
this paragraph or paragraph (b) of this
section, and lives on or near a reserva-
tion, as defined in §54.400(e). In addi-
tion to identifying in that document

47 CFR Ch. | (10-1-04 Edition)

the program or programs from which
that consumer receives benefits, an eli-
gible resident of Tribal lands also must
agree to notify the carrier if that con-
sumer ceases to participate in the pro-
gram or programs. Such qualifying
low-income consumer shall also qualify
for Tier-Three Lifeline support, if the
carrier offering the Lifeline service is
not subject to the regulation of the
state and provides carrier-matching
funds, as described in §54.403(a) (3).

(d) In a state that does not mandate
state Lifeline support, each eligible
telecommunications carrier providing
Lifeline service to a qualifying low-in-
come consumer pursuant to paragraphs
(b) or (c) of this section must obtain
that consumer’s signature on a docu-
ment certifying under penalty of per-
jury that:

(1) The consumer receives benefits
from one of the programs listed in
paragraphs (b) or (c) of this section,
and identifying the program or pro-
grams from which that consumer re-
ceives benefits, or

(2) The consumer’s household meets
the income requirement of paragraph
(b) of this section, and that the pre-
sented documentation of income, as de-
scribed in §§54.400(f), 54.410(a)(ii), accu-
rately represents the consumer’s
household income; and

(3) The consumer will notify the car-
rier if that consumer ceases to partici-
pate in the program or programs or if
the consumer's income exceeds 135% of
the Federal Poverty Guidelines.

[65 FR 47905, Aug. 4, 2000, as amended at 68
FR 41942, July 16, 2003; 69 FR 34600, June 22,
2004)

EFFECTIVE DATE NOTE: At 69 FR 34600, June
22, 2004, §54.409 paragraph (d) was added. This
paragraph contains information collection
and recordkeeping requirements and will not
become effective until approval has been
given by the Office of Management and
Budget.

§54.410 Certification and Verification
of Consumer Qualification for Life-
line.

(a) Certification of income. Consumers
qualifying under an income-based cri-
terion must present documentation of
their household income prior to enroll-
ment in Lifeline.
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Executive Summary
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Introduction

The Federal-State Joint Board on Universal Service (Joint Board) recommends that the Federal
Communications Commission (FCC) add a fcderal default income-based criterion of at least 1.35
times the Federal Poverty Guidelines —a 1.35 Poverty Level Criterion (PLC). This would
allow many additional low-income citizens in those states that utilize the federal default criteria
to take the Lifeline program. The Joint Board also recommends that the FCC encourage all
states to adopt the recommended federal income-based criteria.

There is a benefit to increasing the number of participants, and also a cost. The obvious benefit
would be the increase in the number of telephone subscribers. The cost at the federal level
would be the additional federal dollars spent on the additional Lifeline enroliees.

Methodology

This study uses the economic method of forecasting baseline, change and new policy impact,
This means that first we estimate the number of Lifeline subseribers and the costs of the program
to form the baseline, also known as the status quo. Second, we cstimate the changes that would
result from a nationwide implementation of a 1.35 PLC, assuming that all states adopt this
criterion.’ Third, we add (or apply) the changes to the baseline to the time period when the
policy is expected to be implemented. This step provides an estimate of the number of Lifeline
subscribers and costs under the new policy. We have chosen to estimate the baseline and
changes for 2004 because that is the timeframc in which the proposed changes will likely be
madc.

This study uscs a combination of statistical regression analysis and simple math in a series of
spreadsheet tables. The following cquations form the basic structure of the spreadsheet model.

New Lifeline houscholds = New Lifeline-eligible households times predicted Lifeline
subscription rate among ncwly-cligible households.

Additional federal Lifcline expenditures = number of additional households that would take
Lifeline times the amount of federal expenditurcs per household that takes Lifeline.

' Some states have a 1.5 PLC. This study assumas that thosc states with a 1.5 PLC keep it.



In sum, the results of two regression modcls are used to predict the impact of a policy change,
and these predictions are applied to the bascline to calculate the new level of Lifcline
subscription and federal Lifeline expenditures.

Results

The rcsults are summarized below:

Summary information for 2004 if states adepted a 1.35 PLC:

Additional households that would take Lifeline: 967,000 10 1,136,000

Of the additional Lifeling subscribers, the number that
would subscribe to telephone service because of the 1.35 PLC: 259,000

Of the additional Lifeline subscribers, the number that

would already have telephone service: 708,000 to 877,000
Additional federal expenditures in 2004:
Amount that federal cxpenditures would increase $105,000,000 to $123,000,000

Additional federal expenditures per new telephone subscriber: $405 t0 $475



Lifeline Staff Analysis

Introduction

Statcs use different criteria for determining whether a household qualifies for Lifeline. Some
states use the federal eligibility criteria (sct by the FCC), which enable households receiving
Federal Public Housing Assistance (Scction 8), Food Stamps, Low-Income Home Energy
Assistance Program, Medicaid, or Supplemental Security Income to receive Lifeline. Other
states have set their own criteria. States sctting their own criteria often use one or more of the
programs from the federal eriteria and sometimes inchude onec or more of their own state-wide
programs. Some states also use an income-based criterion, which is based on some multiple of
the Federal Poverty Guidelines. In all cases, a household need meet only onc of a state’s criteria
to be eligiblc for Lifeline.

The Joint Board recommends that the FCC add an income-bascd criterion to the federal
eligibility criteria for Lifeline. The Joint Board also rccommends that the income-based criterion
be set at 1.35 times the Federal Poverty Guidclines. Thus, households with incomes at or below
1.35 times the Federal Poverty Guidelines would be eligible for Lifeline.

This study assumes that all states (not just those that currently utilize the federal default criteria)
add an income-based criterion of at least 1.35 times the Federal Poverty Guidelines (poverty
level)—a 1.35 Poverty Level Criterion (PLCy—which would increase the overall number of
eligiblc households.2 This would enable additional low-income citizens in many states to take
the Lifeline program. (Households meeting at least one eligibility criterion are eligible for
Lifeline, so adding an additional eligibility critcrion increases the number of houscholds that arc
cligible for Lifeline.)

There is a benefit to increasing the number of participants, and also a cost. The obvious benefit
would be the incrcase in the number of telephone subscribers. The cost at a federal level would
be the additional federal dollars spent on the additional Lifeline enrollees. Because the study
assumes that all states choosc to adopt the recommended federal income-based eligibility
criteria, the estimates presented are likely to represent the upper limit of potential new Lifeline
and telephone subscribers and cstimated impact on the fund. If some states choose not to adopt
the federal income-based standard, the number of new Lifeline and telephone subscribers, and
additional cost would be correspondingly lowet.

The relationship between Lifeline cligibility, Lifeline subscribership, and tclephone
subscribership 1s as follows. A portion of newly-cligible households (because of a 1.35 PLC)
will take Lifcline service. Of those houscholds that subscribe to Lifeline because of the 1.35
PLC, a portion will start taking telephone service because they would then qualify for Lifcline.
The other portion would already have telephone service, and would be taking the Lifeline just
because they are newly-cligible. See the graphs below,

* This study assumes throughout that states with a 1.5 PLC continue to use a 1.5PLC.
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Mcthodology Summary

This study uses the economic method of forecasting baseline, change and new policy impact.
This means that first we estimate the number of Lifeline subscribers and the fedcral expenditures
of the program to form the baseline numbers., Second, we estimate the changes that would result
from a nationwide implementation of a 1.35 PLC. Third, we add (or apply) the changes to the
baseline in the time period when the policy is expected to be implemented. This step provides an
estimate of the number of Lifeline subscribers and costs under the new policy.

For the first step, we estimate Lifeline subscribership in Year 2000 and updatc those estimatcs
using data for Year 2002. The 2002 estimatcs are used as a base from which to forecast 2004
baseline Lifeline subscribership. We have chosen to cstimate the baseline and changes for 2004
because that is the timeframe in which the proposed changes will be made.

For the second stcp, the Year 2000 subscribership cstimates are used to predict the change in
Lifeline subscribership due to a 1.35 PLC. The study uses the plethora of demographic data
available from the Yecar 2000 to model the effects that a 1.35 PLC would have had on Lifeline
subscribership and telephonc penetration in 2000. For Lifeline subscribership, a regression
model is constructed that predicts the increase in Lifeline subscribers as a function of increasing
multiples of the Federal Poverty Guidelines. For cxample, the modcl predicts that if Texas—
which has a 1.25 PLC—-adopted a 1.35 PLC, Lifeline subscribers in 2004 would increase by
16,669 to 19,576 (See Table 2.F). For telephone subscribership, a logistic regression is
constructed that predicts the increase in telephone subscribership as a function of increasing
multiples of the Federal Poverty Guidclines and other important factors, such as income and
home ownership. Tf all statcs adopt a 1.35 (or higher) PLC for Lifcline, the model predicts that
259,000 households would take telephonc service because of that change.

In the third step, the estimated additional number of Lifeline subscribers is added to the bascline
in Year 2004 to get the forecasted number of Lifelinc subscribers that would exist in 2004 under
a nationwide implementation of the new policy. This study forecasts the additional Lifeline
subscribers that would result from the implementation of a 1.35 PLC (baseline plus change).

These steps are exhibited in the following graphs. The first graph shows the steps for predicting
the numbcr of Lifeline subscribers, and the second graph shows the amount of federal Lifeline
expenditures.
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Modeling Process

The modeling process is outlined below. The word “produce” is used below when the FCC did
not have the actual data, and so the quantities were estimated based on a sound methodology.
The word “forecast” is used when data are predicted for a future time period.

* Create baseline
o Produce baselinc Lifeline subscription rates for 2000.
o Produce baseline Lifeline subscription rates for 2002.
o Forecast bascline Lifelinc subscription rates for 2004,
o Forccast baseline federal Lifelinc expenditures for 2004,
s Estimatc change from new policy
o Produce change to Lifcline ehigibility resulting from a 1.35 PLC.,
o Forecast changc to Lifeline subscription rates in 2000 rcsulting from a 1.35 PLC.
o Forecast change to Lifcline subscription rates for 2004,
o Forecast for Years 2000 and 2004, change to telephone subscribership resulting
from a 1.35 PLC.
o Forecast change to federal Lifeline expenditures for 2004.
« Apply new policy to basgline to compute new levcl
o Apply forecasted changes to forecasted bascline to determine the new number of
Lifelinc subscribers in 2004,
o Apply forecasted changes to forecasted bascline to determine the new fedcral
Lifelinc expenditures in 2004,

Methodology Detail

The above steps will now be discussed in more detail. A series of tables is constructed that show
the computations for the three steps outlined above,

This study combines data from three sources: 1) Current Population Survey of Households
(CPSH) provided by the Bureau of Labor Statistics; 2) the website www lifelinesupport.org; and
3) Universal Service Administrative Company (USAC). The CPSH data contain the results from
over 50,000 households that were surveyed around January 2000. The websitc
www.lifelinesupport.org provides the Lifeline eligibility requirements for each state, and
USAC’s website provides actual Lifeline subscribers in 2000 and 2002.

This study uses a combination of statistical regression analysts and simple math in a scrics of
sprcadsheet tables. Two rcgression models are constructed.

o Lifeline Regression Modcl - A regression analysis model is constructed that correlatcs
higher Lifeline subscription rates to the use of higher multiples of the Federal Poverty
Guidelines for income criteria. Many states have income-based Lifeline eligibility
criteria, and in gencral, the states with a highcr multiple of the Federal Poverty
Guidelines have higher Lifeline subscription rates. The results from this model are then
used to predict the number of houscholds that would take Lifeline in 2000 and 2004 as a
result of a nationwide implementation of a 1.35 PLC.



Telephone Regression Model - Another regression model, this time a logistic regression,
is uscd to predict increased telcphone participation that would have resulted in 2000 had a
1.35 PLC been implemented. This model incorporates several factors, including the 1.35
PLC, income, and other demographic information. Many states have income-based
Lifcline eligibility criteria, and in general, the states with a higher multiple of the Federal
Poverty Guidelines have higher telephone subscription rates. The results from this model
are then used to determine the number of households that would take telcphone service in
2004 as a result of a nationwide implementation of a 1.35 PT.C.

The spreadsheet tables use a series of cquations which simply add or multiply the contents of
various columns in the table to produce a final column (to the right) which is of the most interest.
The tesults of the regression analysis arc incorporated into several columns in the tables. The
following equations are used in the tables:

Number of additional households taking Lifeline = number of ncwly-eligible households
times the Lifeline subscription rate (the percentage of those households that would take
Lifeline, which is determined by the Lifeline Regression Model).

Additional federal Lifeline expenditurcs = number of additional honscholds that would
take Lifeline times the amount of federal expenditures per houschold that takes Lifcline.

In sum, the results of two regression models arc used to predict the impact of a policy change,
and these predictions arc applied to the bascline to calculate the new level. The data and analysis
is discussed in more detail below.



Step 1: Create Baseling

The tables in this section examine the number of Lifeline subscribers, the number of
households that arc cligible for Lifeline and the Lifcline subscription rate. Each table reflects
data for a different year.

Baseline Lifeline subscription rates for Year 2000. Nationally, 16.3% of houscholds arc
estimated to be eligible for Lifcline. Of these eligible households, an estimated 33.1% subscribe
to Lifeline.

The CPSH data contain demographic data from which the eligibility for each household in the
samplc can be determined. So, if a state uses Food Stamps as an eligibility criterion, then those
households in that state that received Food Stamps arc marked as being eligible for Lifeline.
Each household is analyzed according to its state’s eligibility criteria, as reported by

www lifelinesupport.org.” Only those households that meet at least one of the eligibility criteria
are deemed eligible for Lifeline, the rest are deemed ineligible. This is accomplished
electronically using Visual Basic for Applications for Microsoft Access. From these data,
statewide cstimates for the number of Lifelinc eligible houscholds are created. USAC data from
the Monitoring Report are then used to create the Lifeline subscription rate, which is the
percentage of eligible houscholds that subscribe to Lifeline. See Table 1.A.

Raseline Lifeline subscription rates for 2002. Nationally, 16.3% of households are estimated to
be cligible for Lifelinc. Of these households, an estimated 37.5% subscribe to Lifeline.

USAC Lifeline data from 2002 are used to create a new bascline subscribership rate, using the
same methodology as for Year 2000 described above. The number of households in cach state in
Year 2002 is forecasted based on the growth rate of households between 1998 and 2000. 1t is
assumed that the same percentage of households that qualified for Lifeline in 2000 qualified for
Lifeline in 2002. See Table 1.B.

Forecasted Baseline Lifeline subscription rates for 2004. There will be an cstimated 110.1
million households in the Year 2004, and 6.8 million of those houscholds are expected to take
Lifcline under existing rules.

The results from the previous tables are used to forecast the number of households, the number
of Lifelinc-cligible households, and the number of Lifeline subscribers in 2004, The number of
households in 2004 is calculated in the same manner as it was in Table 1.B. The number of
households qualifying for Lifeline in 2004 (July 1, 2004, to be cxact) is simply calculated by
multiplying the percentage of all houscholds that are eligible for Lifeline in 2000 by the
forecasted number of households in 2004. This calculation assumes that the same percentage of
households will qualify for Lifeline in 2004 as did in 2000. The number of households that
would take Lifclinc in 2004 is calculated by multiplying the percentage of eligible households
that took Lifcline in 2002 by the forecasted number of eligiblc houscholds in 2004. This
calculation assumes that the same percentage of Lifclinc-cligible households will take Lifeline in

} The website was viewed in early 2002.



2004 as did in 2002. These predictions make two implicit assumptions: the number of
households in cach state incrcases at a constant rate, and the economy continues to grow at the
same rate it did in 2002. Sce Table 1.C.

Forecasted Baseline federal Lifeline expenditures for 2004. Forecasted federal Lifeline
cxpenditures under existing rules in Year 2004 are $709 million.

The forecasted federal Lifeline expenditures are calculated by multiplying the forecasted number
of Lifeline subscribers in each state times the expected federal expenditures per linc in that statc.
The state-by-state federal expenditures are then summed to form the national total. Sec Table
1.D.

Step 2: Estimate Change from New Policy

This section quantifies the number of additional houscholds that would become eligible
for Lifeline, the number of households that would subscribe to Lifeline, and the number of
additional houscholds that would subscribe to telephone service duc to the implementation of a
1.35 PLC. (This analysis assumes that statcs without a PLC for Lifeline and states with a PLC
below 1.35 adopt a 1.35 PLC. This analysis also assumes that states with a 1.5 PLC keep it.)
This section then calculates the increased federal Lifeline cxpenditures resulting from the
increased number of households taking Lifeline due to the 1.35 PLC. CPSH data are used to
determine the number of additional households that would become cligible for Lifeline. Two
regression analyses arc used to determine the number of additional households that would
subscribe to Lifcline and the number of households that would take telephone service due to a
1.35 PLC.

Change to Lifeline eligibility in 2000 and 2004 resulting from a 1.35 PLC. We predict that an
additional 6.1 percent of total households would qualify for Lifeline under the 1.35 PLC, and this
would qualify an additional 6.6 million households in Year 2004,

The demographic data from each houschold in the CPSH data arc examined to determine
whether it would have become eligible for Lifeline with a 1.35 PLC. The cstimates from the
CPSH data arc then used to determine the number of households in cach state that would become
cligible for Lifeline with a 1.35 PLC. Table 2. A presents the information for the Year 2000 and
2.B presents the information for the Year 2004

Change to Lifeline subscribership in 2000 resulting from a 1.35 PLC. We predict that states
without a PLC and states with PLCs at 1.25 or lower would sec a significant increase in the
number of low-income houscholds that take Lifeline if thcy adopted a 1.35 PLC. Nationwide,
the number of Lifeline takers would increase between 928,000 to 1,090,000 if all states adopted a
1.35 PLC.

Different statcs have different Lifeline eligibility criteria, so regression analysis can be employed
to quantify the correlation between the use of a higher multiple of the poverty level (i.c., a higher
PLC) and the resulting higher Lifelinc subscription rate. The Lifeline Regression Model predicts
increased Lifeline subscribership that would have resulted from a nationwide 1.35 PLC in 2000.
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See Tables 2.C and 2.D. (At the end of this study is a technical appendix that more thoroughly
discusses the regression analysis uscd for this model.) Tables 2.E and 2.F show the number of
additional Lifeline subscribers on a statc-by-state basis for 2000 and 2004.

Forecasted change to telephone subscribership for 2004.  We predict that if all statcs adopted a
1.35 PLC, 259,000 houscholds that do not have tclephone scrvice would take telephone service.

The Telephone Regression Model uses logistic regression to predict the increased telephone
subscribership that would have resulted from a nationwide 1.35 PLC in 2000. See Tables 2.G
and 2.H. (At thc end of this study is a technical appendix that more thoroughly discusses the
logistic regression analysis used for this model.) Table 2.H also uses these results to quantify the
number of houscholds that would take telephone service in 2000 and 2004 because of'a 1.35
PLC.

For 2000 and 2004 respectively, Tables 2.1 and 2.J. break down the number of new Lifeline
subscribers into two groups: those that would be taking telephone service because of the 1.35
PLC, and those that are already had tclephone service, and who are subscribing to Lifeline just
because they would then be eligible for it.

Change 10 federal Lifeline expenditures for 2004 is forecasted. We predict that federal Lifeline
expenditures would increase by $105 million to $123 million if all states implemented a 1.35
PLC.

The forecasted change to federal Lifeline expenditures is calculated by multiplying the
forecasted change to the number of Lifeline subscribers in cach state times the expected federal
expenditures per Lifeline subscribers in that state. The state-by-state change in the amount of
federal expenditures is then summed to form the national total. See Table 2.K.

Step 3: Apply New Policy to Baseline to Compute New Level

The new levels of subscribership and costs are shown in several tables. First, the new
total of Lifelinc subscribers is calculated, and then the increased federal Lifeline expenditures are
calculated.

Forecasted New Policy Levels for Lifeline subscribership in 2004. We predict that if all states
implement a 1.35 PLC for Lifeling, an estimated 8 million households will subscribe.

Here the forecasted increase in Lifeline subscribers is added to the forecasted baseline number of
subscribers to create the new forecasted number of Lifcline subscribers in 2004 with the 1.35
PLC. See Table 3.A.

Forecasted New Policy Levels for federal Lifeline expenditures. We predict that if all states
implement a 1.35 PLC for Lifeline, federal Lifelinc expenditures arc forecasted to be in the range
of $814 million to $832 million.
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Here the forecasted increase in federal Lifeline expenditures is added to the forecasted baseline
federal Lifeline expenditures to create the new forecasted federal Lifeline expenditurcs in 2004
with the 1.35 PLC. See Table 3.B.

Additional request

Finally, this study examines, at the Joint Board’s rcquest, the effects of replacing the current
federal defanlt Lifclinc cligibility criteria with a single income-based criterion (Table 4.A). For
administrativc case, the model assumcs that all states (even those that do not presently utilize the
federal default criteria) would adopt a single critcrion of 1.35 PLC, cxcept that states with a 1.5
PLC would keep it. Therefore, these cstimates may overstate the results of the policy change. 1If
current criteria were replaced with a 1.35 PLC, then some current Lifcline participants would no
longer be cligible, so there would be decreases in Lifeline subscribership resulting from the
discontinued criteria. There would also be offsetting increases from the new 1.35 PLC. The net
impact is that fewer houscholds would take Lifeline if the 1.35 PLC werc the only eligibility
criterion.

The calculations arc as follows. The baseline number of households taking Lifeline is the same
as calculated above in Section Three, CPSH data are examined to determine the percentage of
households that would no longer qualify for Lifcline due to the removal of all other eligibility
criteria. The number of newly-cligible households that would take Lifeline as a result of the 1.35
PLC criteria change is dcrived in Section Three. Thus, the new policy level of Lifeline
subscribers is the baseline number of Lifelinc subscribers less those subscribers that could not
remain due to the change, plus thosc Lifeline subscribers that would take it because of the
change. Scc Table 4.A.

Other Factors

This study cannot take several important factors into consideration, such as economic conditions
and statc outrcach programs because there are not cnough data to do so. Properly accounting for
a fluctuating economy would require five or more decades of data. The Lifeline program started
only about 20 years ago, so an analysis incorporating a fluctuating cconomy is not attempted in
this study. Further, there are no comprehensive estimates quantifying state spending on outreach
programs, or the effects the outreach programs have on Lifeline subscribership.

By not accounting for these factors explicitly, this study assumes that these factors will remain
constant between 2000 and 2004. Although changes in these factors can affect the forecasted
baseline number of Lifeline subscribers (and thereforc, bascline federal expenditures), those
factors should have a rclatively smaller cffect on the forecasted number of houscholds that will
take Lifeline as a result of 2 1.35 PLC. The number of houscholds that would take Lifeline
because of a 1.35 PLC is about 1/6" of those that already take Lifeline. So, as thc cconomy
fluctuates, and more or less households take Lifeline, the numbcr of households that would take
Lifeline due to a 1.35 PLC will go up and down by 1/6™ as much as the number of households
that would take Lifeline based on other eligibility criteria. Thus, the number of houscholds
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taking Lifeline due to a 1.35 PLC will have 1/36" the variance that the number of households
taking Lifcline will have.*

Additional assumptions

In addition to the factors discussed above, this study makes sevcral assumptions that arc
nceded to estimate the impact of the program:

1) All other Lifeline/Linkup eligibility criteria (and the qualifications for the underlying
programs) stay constant over time. Aside from the addition of a 1.35 PLC, this model assumes
that between 2000 and 2004, no other changes are made to the Lifeline/Linkup programs or to
the programs that are frequently uscd as qualifying criteria for Lifcline between 2000 and 2004;

2) Data can be substituted. Several statcs have a 1,33 PLC in effect. This study treats
states that have a 1.33 PLC as having a 1.35 PL.C. This assumption is reasonable because the
effects of a 1.33 PLC are statistically indistinguishable from a 1.35 PLC.

3) Rapid adoption and continuity. This model assumes that all states rapidly adopt a 1.35
PLC (and that states with a 1.5 PLC keep it). The model also assumes that households rapidly
learn of the changes to the Lifeline program and expeditiously act on this new information.

* See Henry Scheffe, The Analysis of Variance. at 8 (1959),
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Results
The results are surmmarized below:
Summary information for 2004:

Housechold information:

Forecasted households on Lifeline without 1.35 PLC: 6,827,000
Forecasted additional households on Lifeline with 1.35 PLC: 967,000 to 1,136,000
Forecasted houscholds on Lifcline with 1.35 PLC: 7,974,000 to 7,961,000

Lifeline subscriber information:

Households that would take telephone service due 1o the 1.35 PLC: 259,000
Households taking Lifeline that already have telephone service: 708,000 to 877,000

Federal Lifeline expenditures:
Forecasted federal Lifeline ¢xpenditures without 1.35 PLC: $709,000,000
Forecasted amount federal expenditures would increase:  $105,000,000 to $123,000,000

Forecasted federal Lifeling expenditures with 1.35 PLC:  $814,000,000 to $832.,000.000

Additional federal expenditures per new telephone subscriber: $405 to $475
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Section 1 Baseline Information
Table LA
Raseline Lifeline subsetiption information (Year 2000}

o (Momjtoring Repert)  h (CPSH dawm) o (CPSH dite) d-h*c c=a/d
Lifalina Estimated Estitnated Betim sted Eatimated Lileline

Alabama 18,676 1,743,574 14.9%h 259,534 7.2%
Alasica 430 217,746 18.7% 40,782 10.6%
Arlzona 22,118 1,808,150 13.4% A2 281 9% *
Avkansaz 5,843 1,026,805 19.6% 200,892 4,4%
Californin 157,706 12,086,382 15,38 2,328,673 135.6%
Colerado 23,995 1.602.410 3.1% 49,918 43.1% *
Connecticut 61,437 1,286,753 11.0% 142,023 433% ™
Dalaware 50% 288,200 16.6% 47,957, 138 *
De 10,593 239,389 18.7% 4A,732 23.7%
Florida 129,980 6,065,548 13.2% 800,672 14.2%
t3s0rgia. 74,825 2,650,529 15.2% 448,501 16.7%
Hawail 12,590 411,611 26 9% 110,692 11.4%
Idsha 14,780 481,148 21.9% 105,587 1409 *
[linoie 40347 4,574,246 12.9% 391,251 8.3%
Indisna. 19,053 2,301,252 13.2% 302,984 6.3%
Towra 6,105 1,148,540 10.6% 121,475 5.0%
Kangss 5,591 1,044,618 11.0% 115,213 49% *
Kantucky 25,040 1,549,172 17.2% 288816 0.4%
Lonialana 10,433 1,609,089 19.7% 317,756 3.3%
Maing 67401 497,043 15.1% 73,230 Re6% *
Maryland 3,833 1,938,933 17% 73,576 53% *
Masohientts 167,599 2,466,124 16.1% 395,230 424 *
Michigan 132,432 370,812 2.3% 882177 154%
Minnagota 54,787 1,848,978 12.8% 237,451 23.1%
Misgzissipp! 13,370 1,036,680 21.5% 221,731 5.9%
Mizsouri 10,708 2,170,965 16.0% 147,650 319% *
Montane 8,370 356,547 10.7% 38,187 W%
Nebvasica 11,434 753,743 10.7% 80,930 16.4%
Mevads. 10,551 684,256 20,99 142,745 7.4%
'New Hampshire 5,705 465,200 14.8% 68,733 7.6%
New Sersay 6,134 3,044,550 12.3% 375,647 1% ¢
Mew Maxivo 32,843 663,708 16.2% 108,020 30:4%
Mow Yorie 657,267 7,032,711 19 8% 1,398,361 47.1% >
Morth Carolin. 44,434 2,942,596 18.7% 463,328 9.6%
Nofth Dakota 11,068 256,636 12.3% 31,886 AT RY
Ohio 109,202 4,520,694 14.5% 657,454 186% *
Dklahnma 2,434 1,234,263 14.5% 193,842 1.3
Qréagon 28,934 1,341,046 24,2 373,906 8.8%
Parmaylvnia 40,168 4,66 7,813 120% 552,246 7.2%
Rhode l2land 46,741 187,422 16.1% 62551 TA8% *
Toith Carslins, 21,091 1,543,700 15,1% 13,10 2.1%
South Daketa. 11,532 281,747 13.0% 36,703 3] 4%
Tennommns 10,347 2,141,233 26.1% 558,670 3A%
Texas 236,034 7,436,436 23.6% 1,752,323 13.5%
Utzh 16,237 478,741 17.4% 118044 18.3%
Vermont 28,464 240,122 30.2% T2.618 30.2%
Virginia 22,308 2,651,584 85% 225,864 9.9%
Washington 51,808 2,305,17M 13.5% 312,117 1a8% *
Weat Virginia 5,546 756,595 20.5% 155,054 34% M
Wisoonain 59,331 2,027,840 13.3% 269,753 220% "
Wireming 1,337 192,930 11.5% 22,148 €.0%
Nalfonwide 5,620,971 104,782,000 16.3% 17,006,000 13.1%%

Non-zarrad obzervations: 17.2%% 35.2%

w TYi# atate hasmultiple Lifeline-typa programe, or hos elighility ertoria containing significant clom gnte that carmot ba
anoountad fot with CPAYT data, 25 thiz eatirmale iz urnsliable.

Sorreas: Indusiry Analyelz and Tentinolagy Divisian, Wiraling Competition Bursms, Unlversal Servics Monitoring Raport (et
20072}, Carrent Popilatisn Survey of Heursholde (CPBH) Match 2000 data, and www Jlifelinsgappntt ora,



Section 1 Baseline Information

Table 1.B
Baseline Lifeline subseription information (Year 2002)
a(Table LAY b (CPSH) ¢ma*h d=ate a (Takla LA) il g (USAT dalkn) g/t
Growth (loss) Expactad Parcminga of Houasholga that Benséholds Parcorfiage of
2000 -2002 Mew (fower) total BE thet would quslify  would qurlily thiat took housghgtda th
Houssholdz  Dbssedon  houscholds  housthalds For Lifaline (LL) for Lfeline Lifgline tonk Lifellne
Alabama 1,743,574 1.0% 18358 1,761,332 14.9% 262,232 25,403 8.7%
A lnslen. 217,746 5.8% -12,652 205,094 187% 38,414 23,302 60.7%
ArIZons 1,808,130 7.2% 129,246 1,038,006 13.4% 259,693 73,186 282%
A rkansas 1,024,805 2.0% 20,813 1,047,618 10686 204,964 10,100 4,9%
Callfartiia. 12,086,382 5.2% 633,821 12,720,209 18.3% 2,450,761 3,232,737, 131.9%
Coloraso 1,602,410 2.6% 46,624 1,648,034 21% 51,370 28,709 57.8%
Cormact!cut 1,286,753 1.3% 16,443 1,303,196 11.0% 143,840 78,056 40,4%
Delawars 288.200 6.3% 18,048 306,248 16.6% 50,938 2,100 4,1%
D 239,359 4,1% 9,432 248,201 18.7% 46,588 13,645 25.3%
Floridn 6,065,548 0.8% 48,053 8,113,601 13.2% 807,013 142,52) 11.7%
eorgla, 2,650,929 2.0% 28,087 3,039,916 15.2% 462,037 62,766 14.8%
H awail 41160 0.6% 2,328 102,023 26.9% 109,996 14,124 12.8%
1dahn 481,148 5.3% 25,369 506,517 71.9% 111,133 77,660 24.9%
(tlinots 4,574,246 2.3% 104619 1,678,265 12.9% 504,774 87,188 14.4%
Indlena 2,301,232 L7% 40,155 2,341,407 13.2% 308,271 40,326 13.1%
| ovs. 1,148,540 1.4% 15734 1,164,274 10.8% 123,129 17,800 14.5%
Kanass 1,004,615 2% 23,301 1,067,916 11.0% 117,783 13,775 1L7%
¥.anhieky 1,549,172 1.4% 21,723 1,770,805 17.2% 270,859 60,738 22.4%
T ontzlanz. 1,608,089 -2.2% w41 1,572,948 18.7% 310,619 21,265 6.8%
Maine 497,043 -3.4% -16,832. 480,211 15, 1% 72,682 BS,5%7 117.8%
farylmd -1.998,933 2.4% 47,514 2,036,447 3 7% 75,334 4,022 3.3%
Massachusetts 2,466,124 3.0% 74,880 2,541.014 16.1% 407,953 164,600 40.3%
Michigan 3,710,312 <1.5% -54,134 3,656,658 1328 849,555 118,784 11.0%
Minnesota 1,848,976 1.8% £9,344 1,918,320 12.8% 246,367, 47,554 12.3%
Mississippl 1,038,680 0.6% 6,663 1,046,34% 21.8% 229,191 22,566 2.2%
N dnoa 2,170,965 1% 66,432 2,237,417 16.6% 358,291 33,32 635
Momtana 356,867 0.3% 1,146 158,113 10.7% i3 15,815 41.2%
Nabradea 653,743 1.7% 11,302 665,045 10.7% TL138 {3,241 21L4%
Nevada 684,256 1.4% 9,705 692,961 20.9% 144,768 37,204 25.7%
New Hampshirs 165,200 3.1% 14,459 479,659 14.8% 70,869 7,253 10.2%
Naw Jorsey 3,044,560 4.8% 144,642 3,199,202 12.3% 393,494 46,681 11.9%
[N aw Meoxico 663,708 3.0% 19,762 18R 470 16.2% 114,212 47,356 42,6%
New York 7,037,711 1.0% 68,528 7,106,232 19.8% 1,408,948 500,677 35,45%
North Caroling 2,948,566 2.0% 39,074 3,007,670 157% 473,171 99,510 21.0%
Morth D dlcota. 256,636 1.5% 376 260,412 12.3% 32,132 19,226 59.8%
Qhia 4,520,694 2.1% 83,114 4,613,808 14,5% 670,595 278,581 A1.7%
Oklshoma 1,334,263 0.8% 10,487 1,344,760 14,5% 195,367 117,297 £0.0%
Drdgon 1,341,046 4,7% 62,475 1,403,521 242% 3R 996 36,402 10,7%
Prangylvania 4,867,883 n.J% 5726 4,673,609 12.0% 558,931 44,846 17.0%
Rhode {alind 351,422 -3.6% -13,78% 373,633 16.1% 60,325 144,189 76.6%
South Carnling, 1,543,700 - 6,5% 100,051 1,644,631 15,19 244,100 21,809 %.2%
South Dakots, 285,747 -1.2% =347 278.268% 13.0% 36,250 27117 74.8%
Tennsasen 2,141,233 1,8% 36028 2,102,004 26.1% 549,416 49,030 2.9%
[Teotas 7,436,438 412% 1§2,458 7,748,894 23.6% 1,825,851 429,970 23.5%
Utah 678,741 0.4% 3048 681,789 17.4% 118,576 19,852 16.6%
'V ermont 240,122 -1.8% 4,409 233,713 30.2% 71,284 298911 12.0%
Virginda, 2,651,584 2,4% 63202 2,714,786 8.3% 231,248 20,7%0 2.0%
Washington 2,305,174 3.6% 83,858 2,389,020 13.5% 323,471 23,327 25.3%
[Weat Virginia 756,395 1.7% 13,240 168,835 20.5% 157,768 4,905 3,1%
Wizcorssin 2,027,940 3.3% LR35 1,640,085 13.3% 260,727 68,331 26.2%
Wyoming 192,930 3.4% 6,185 199,415 11.5% 22,813 2,12% 8.3%
[Nationwlide 104,782,000 2.2% 2,363,000 107, 145,000 16.3% 17,489,400 6,558,360 37.5%

Source: Current Population Sirvey of Houzeholds (CPSH) Mareh 1998 and 2000 data,
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Section 1: Bascline Information
Table 1.C
Baselinc Lifeline subscription information (Year 2004)

a(Tsble tA)  b(CPSH) =¥ duate & (Table | A) fed*e £ (Table 1,B) -y
Growth (1043) Expected  Peresmtage of  Housaholdsther  Litslinetake  Hxpocted HE
112000 - 772004 New (fmwar)  total B that would would quallly  rats for HHthat  that weuid takd
Honseholds based on howasholds houssholds  qualify for LL for Lifaling qualify mmder  Lifglna mder
State 2000 1199817000 [ng00d4  Inw2004  gnderexiling ralesunderexiginewles  sxiginzrulen  exlgngrules
A labama 1,743,574 2.4% 41,081 1,784,655 14.8% '2,65,649 9.7% 25732
|Alagka, 217,148 -13.1% 28,467 189,272 18.7% 35452 60.7% 21,505
Arizens. 1,208,150 16.2% 202,378 2,100,528 13.4% 2Rt,458 2832% 76,320
A rleatian, 1.07.6,80% 4.6% 46,828 1,073,633 19.6%4 210,054 4.9% 10,351
Callfomnia 12,086,382 11.8% 1,426,096 13,512,478 14.3% 2,603,438 131.5% 3,434,082
Colorado 1,602,410 6,5% 14,902 1,707,313 3,1% 53,186 57.8% 30,759
Connertinng 1,2847353 2.9% 36,998 1,323,751 t1L.0% 146,108 40.4% 58,972
Dalaware 288200 14.1% 40,508 328,809 16.6% 54,709 4, 1% 2253
DC 23%,35¢ Q.3% 22,347 261,706 18.7% 48,908 29.3% 14,325
Florida. 6,065,548 1.8% 108,119 8,173,667 13,2% 814,944 17.7% 143,921
Geormia 2,#50,979 6.8% 200,220 3,151,149 15,2% 478,938 14.8% TnIe4
B Al 411,681 -1.4% -5,824 408,787 26, 9% 108,126 12.8% 14,012
Idatin 181,148 11.9% 57,076 538,227 21.8% 118,091 24.9% 28,392
Mineis 4,574,246 5.1% 335,304 1,%08, 540 12.9% 621,677 14.4% 88,623
[ndlang 2,301,252 3.9% 20,344 2,391,801 13.2% 214,872 13.1% 44,190
[ewa. 1,148.540 3.1% 35,402 1,183,842 10.6% 125218 14.53% 12,101
Kanaas 1,044613 5.0% 52,427 1,097,042 11.0% 120,995 1L7% 14,151
[Ketgueky 1,549,172 3.2% 18,877 1,568,049 17.2% 275,337 22,4% &1,780
Loviainna 1,609,089 -5.1% 83,317 1,521,772 19.7% 301,698 6.3% 20.634
Mame 457,043 7.6% 37,872 439,171 £5,1% 65,498 117.8% 81837
Maryland 1583933 5.4% 106,207 2,095,840 3% 77531 5.3% 4,139
Magsachtsetts 2,466,124 6.8% 168,501 2,634,625 16.0% 422,982 40.3% 170,664
{Michigan 3710812 -3.3% -121,847 3,588,965 23.2% 833,867 14.0% 116,595
M inrisscita 1,348,87¢ 2.4% 156,024 2,005,000 12.8% 237,494 [9.3% 42,703
Misslasippt 1,038,680 1,4% {4,203 1,054,873 21.9% 231,015 9.% 22,146
Miscomrd 2,170.965 6.5% 149,516  2,320.481 16.0% 371,592 2.3% 34,559
Montans, 356,967 0.7% 2,578 359,545 1R, 7% 38,473 41,3% 15,878
Nabraska 633,743 3.9% 25,428 679,171 10.7% 72,630 21.4% 15,565
INevads. 684,256 19% 21,336 TO6,087 20,9% 147,300 13.7% 37,834
[ew Eampshite 465,200 7.0% 32,533 167,733 }4.6% 73,540 10.2% 7,526
Tow Joraey 3,044,560 10.7% 325,449 3,370,004 12,3% 418,802 11.9% 49,334
oW Mexicn 663,708 6.5% 44,465 713,173 16.2% 115,202 47.6% 42,053
New York 7,037,711 22% 154,188 7,161,899 16.8% 1,425,932 33.5% 306,706
Morth Carolina 2,948,556 4.5% 132,916 3,081,512 15.7% 484,799 21.0% 101,953
North Dalkota 256,636 3.2% B,A95 265,131 12.3% 32,734 56.8% 19,574
Chio 4,520,694 4.6% 209,506 6,730,200 14,5% 687,923 11.7% 286,644
Olklahhma 1,2134.263 1.3% 23,618 1,357,881 14.5% 197,273 £0.0% 118,442
Oragon 1,341,046 10.5% 140,568 1,481,615 24.2% 157,858 10.7% 38,427
Pannaylvania 4,661,483 n.3% 12,884 4,680,767 12.0% 55,787 17.0% 04,901
i2.hode laland 3g7,422 -8.0% -31,025 356,357 16.1% 57,542 76.6% 44,058
South Carollna 1,343,700 14.7% 227,140 1,779,840 15.1% 268,212 B.8% 23,182
South Dalkota 281,747 2.8% 1,827 273,920 13.0% 35,6823 71.8% 26,693
T anmssang 2,141,233 -4,1% 83,266 2,052,967 26.1% 536,599 ‘R.9% 47,608
T awas 7,436,436 8.5% 703,031 8,139,467 23.6% 1,817,986 23.5% 451,642
Utah 673,741 1.0% 5,858 685,599 17.4% 119,238 16.6% 19,762
Vermaont 240,122 4. 1% -9,920 230,202 30,2% 69,518 42.0% 20112
V irginia 2,651,584 3.4% 142,205 2,793,789 5% 237,978 2.0% 41,333
Washington 2,305,174 B2% 198,674 2,463,848 12.5% 337,663 25.%% 26,923
Weat Virginia 756,393 3.9% 28,789 786,384 20.5% 141,138 3.1% 5010
Wisconsin 2,027,940 5% 52873 1,875,267 13,3% 249,448 26.2% 65,376
Wyoming 162,930 7.8% 14,562 207,577 LL.5% 23,345 8.3% 2212
[Natlonyida 104,752,000 4.9% 5,312,000 110,096,000 16.3% 17,971,000 27.5% 4,822,000

12,25 timos the 2-year growtl1(1998-2000) aquals the growih over 4,5 yems,
Source: Cutrant Pogintlarion Sixvey of Houssholds (CPSH) Mareh 1968 and 2000 data.
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Section I: Baseline Information
Table 1.D
Forecasted baseline Lifeline expenditures (Year 2004)

a (Raff ertimarn)’ (a2 = (Tabla 1.¢9 dmb*e

Monthly fedoralsuppent  Anmual fedetul — Expected Hougaholds taking Foracastsd Lifelina axpenditures
Shate pet ling in 2004 soppodpetline  Lifaljne under suinting niles uhdar sxigting niles
Alnbama $10.00 $120.00 25,732 $3,087,336
Alagkca $10.00 $120.00 21,505 2,580,554
Arizona 38.31 $09.67 79,320 $7,905,407
Arlanzas $2.2s $92.00 0,35 £1,024,72¢
Californiz $8.34 $100.02 3,434,082 $343490,485
Colorade $10.00 $120.00 10,750 $3,651,050
(an nectjeut SR.02 $86.26 58,672 $5,676,889
Drelaware 5317 $92.04 2,358 $221,051
b 37.32 £87.84 14,325 $1,258,26¢9
Elorids $10.00 $120.60 143,921 $17,270,546
Gno rgis. $16.00 $120.00 70,764 58,491,883
Mawaii $8.25 $90 00 14,012 $1,387,216
tdaho s $11R.92 28,397, $3,495,190
Tllinoir $7.42 £89.01 89,625 $7,977,186
Indians 8745 89,39 41,190 $3,682,113
lowa $6.854 583 .48 15,101 $1,511,046
Kanzas $8.32 £108 .87 14,151 $1.453,204
Kantuely 12,36 $118.29 61,789 $7,309,219
[.oniziana $8.23 §29.00 20.654 $2,044, 783
Maine $0.63 $119.19 21,837 $6,754,343
Maryland 2.1 $105.33 4,138 $452,553
Masdac huseits $9.92 11204 170,664 $20,315,902
Michigan 8.2 FaR .44 116,593 §11,489,535
Minnseots $7.04 $84 .44 49,703 $4,187,110
Mizzizeippi $10.00 $120.00 23,746 $2729,464
Migsoanr $7.08 §84 .87 34,559 £2,036,422
Montang $10.00 $120.00 15,878 1,905,390
Nehmgla. £9.43 1318 15,565 761,170
Navada 3787 §9q .90 37,854 $2,576,201
New Hampzhire 53,17 £08.08 7526 $738,187
Now Jetzay £7.85 $95 .45 46,334 $4,709,062
New Meaxieo: $10.00 £120.00 48,055 5,886,597
New Tork 8¢ .33 $117.99 516,706 $59,787,604.
North Chrolina. $9.72 £116.61 101,953 £11,8%6,163
North Dalenta. $10.00 120,00 18,574 $2,348,946
Ohio 5733 $37.99 286,644 $25,222,329
Cldahome. #7.78 k63.36 118,442 %11,09704¢6
Oregon $10.00 $120.00 38,427 $4,611,270
Pennzylvania $2.03 $108.32 94,001 $10,289,288
Rhode Igland £9.92 $112.04 44,058 §5,244,688
South Carolina 5208 11872 23,182 52,811,320
|South Dakota 5821 $08.47 26,683 $2,628 558
Tonnszees $9.38 118,70 47,904 §5,686,235
Toxag $R90 $106.81 451,642 £43,241,163
Uzah $9.24 $116.22 19,762 $2,336,049
Viermont $9.53 $119.20 24,212 $3,4R1,98
Virginia $¢ 49 11322 21,333 $2415,418
Washingion $e 82 F115.4n 76,983 £10,037,727
Wazt Virginia $0.23 £111.00 5,010 £555,172
Wizcongin 8772 $92.58 65,376 $6,059,047
Wyoming $10.00 $120.01 2,212 $263,505
Marisnwide Mot applicnbla Not spplicsbla 5,827,000 $09,000,000

' Batimate of monthly faderal expenditares includes the Subsestbor Line Chargs (SLC), §1.75, and any faderal inatching finds for
that ztate. SLC amonnts ware estimated ona company-by-company baziz, and are baged on ruies astablizhod by the CALLE and
MAG procesdingz. The S1.C Foranch star i a *oightod avoruge bazed on the number of Lifelina subraribers serynd by cash
earriar in the grare,
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Section 2: Change to baseline: effects from the new policy

Table 2.4

Estimated additional Lifeline-eligible households using a nationwide 1.35 PLC (Year 2000)
a (Table 1.A) b (CPSH detn) =b/a

Additional houzehelds that Additional honseholds (%) that

Stats Houesholdg would qualify witha 135 PLC!  would qushify with s 135 PL.C
Alabamy, 1,743,574 187,280 10.7%
Alaska. 217,746 12,881 5.9%
Arizona 1,808,150 185,860 10.3%
Atkansay 1,026,305 105,820 103%
Califomia 12,086,382 0 0.0%
Colerado 1,602,410 122,432 7.6%
Connecticut 1,286,753 14674 58%
Delawans 288,200 18,646 £.5%
e 239,359 1 0.0%
Flotide £,085,548 630,048 10.4%
Gaorgia 2,950,920 261,620 8.9%
Hawaii 411,611 19,90¢ 49%
Jdnha 481,148 4] 00%
1llinoix 4,574,246 287,799 63%
Tndfens. 2,301,252 179,694 78%
Towa 1,148,540 84,158 13%
Kannas 1,044,615 113,603 10.9%
Kantely 1,349,172 166,328 10.7%
Louiziana 1,600,089 204,829 12.7%
Maine 497,013 28,875 5.8%
Maryland 1,888,933 168,010 25%
Maszachnzctte 2,456,124 194,516 79%
Mishigan 3,710,812 (] 0.0%
Minnesot 1,848,976 123.972 67%
Missioaippi 1,039,680 105,691 102%
Migzouri 2,170,965 66,917 1%
Montana -156,967 51465 14.4%
DMebrasks 653,743 66,005 10,1%
[Nevada 684,256 0 0.0%
New Harmpahire 465,200 22,524 49%
New Jorsey 3,044 560 233,809 7.7%
Now Maxico 568,708 105,012 15.7%
Mew Ynrk 7,037,711 553,831 79%
North Caroling 2,048 506 280,027 0.5%
Noth Dakota 256,636 335,987 14.0%4
Ohio 4,520,604 287,402 64%
Oltlabome, 1,334,263 142,085 10.6%
Oregon 1341046 0 0.0%
Pannaylvania 4,667,883 257,976 55%
Rhnda Jeland 387422 33,092 8.5%
South Carolina 1,543,700 131,5M 853%
South Daketa 281,747 17,651 63%
Tennaees 2,141,233 34,677 1.6%
Texns 7,436,436 104,501 1.4%
Utah 678,741 0 0.0%
Verment 20,122 0 0.0%
[Virginis, 2,651,384 213,490 8.1%
Washingtan 2,305,174 190,912 B:3%
Went Virginis. 756,505 97,14Q 12.8%
Wisconzin 2,027,040 143,503 7.1%
Wyoming 192,930 20,488 10.6%
Nationwide 104,782,000 6,368,000 6.1%
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Section 2: Change to baseline: effects from ttie new policy
Table 2.B
Rstimated additional Lifeline-eligible households using a nationwide 1.35 PLC (Year 2004)

a(Tabls 1.C) b(Tabln 2.A) c=a%b
Foracastad Additional houssholds (35) that Additional houssholde that

State Househslde in 2004 would qualify witha 1.35PLC  would aualify with 135 PLC'
Alzbarma 1,784,655 10.7% 191,692
Algzla 189279 5.90, 11,187
Atizona 2,100,528 10.3% 216,079
Arkenzes 1,073,633 10.3% 110,648
Culifornia 13,512,478 0.0% 0
Coloradn 1707313 7.6% 130,447
Canoagticut 1,323,751 58% 76,821
Delaware 328,809 6.5% 21,273
D 261,706 0.0%, 0
Floride 6,173,667 10.4% 641,279
Georgia 3,151,149 8.9% 27371
Hawaij 405,787 4.9% 19,713
Tdaho 838,227 0.0% 0
Nlinoiz 4,809,640 6.3% 202,600
Tidinna 2.391,601 78% 186,749
Towa 1,183,942 7.3% 86,752
Kaneas 1,087,042 10.9% 118,307
Eeptieky 1,508,040 10.7% 171,577
Louigiana 1,527,772 12, 7% 194,478
Maine 459,171 J.8% 26,675
Maryland 2,095,840 8.5% 178,094
Massachueatte 2,634,625 7.9% 207,828
Michigan 3,588,965 0.0% 0
Minnesota 2,005,000 6.7 134,434
Mizsissippi 1,054,673 10.2% 107,215
Missouri 2,320,481 3.1% 7,528
Montana. 159,545 14 4% 51,837
Mabrazks 679,11 10.1% 68573
Nevada 706,092 0.0% 0
New Harmpzhim 497,733 4.5% 24,420
Naw Jarsey 3,370,004 7.7% 253,801
New Merico 713,173 15.7% 111,995
New York 7,191,899 T9% 565,968
North Caroling 3,087,512 8.5% 202 444
Morth Dakot 265,131 14.0% 27,179
Ohio 4,720,200 6 A% 200,122
Oldahoma 1,357,881 10.6% 144,600
Qregoty 1,481,615 0.0% 0
Ponnzylvania 4,680,767 3.5% 238,682
Rheda Izland 356,397 8.5% 30442
South Camling 1,770,840 8.5% 150,031
Scuth Dakoln 273920 8.3% 17,171
‘Tanneszan 2,052,967 1.6% 33K
Texas 8,139,467 14% 114,380
Urzh 685,500 0.0% 0
Vermont 30202 0.0% 0
Virginia 2,703,789 3.1% 224 939
Wasthington 1493.84% 8.3% 206,538
(West Virginia 786,384 12.8% 100,973
Wisconsin 1,875,267 7% 132,700
Wyoming 207,522 10.6% 22,038
Marionwide 110,096,000 5.1% 6,634,000

! Asrumes that there would be no measureble lrpact from a state with a. 1.93 PLC changing itto 2 1.35 PLC,
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Section 2: Change to baseline: effects from the new policy
Table 2.C

Regression analysis: Would Lifeline take rates' increase due to
a nationwide implementation of a 1.35 PLC?

Regresnion Model

Depondent variable: Lifeline take rate Specification 1 (Lew Range) Specification 2 (High Raags)

ndependent variables Coefficient tagiatighic Coefficiegt Latatizkic
Amantt thet atate's PLC i3 abowe 125 0582 170 0.682 1.99
California 1.041 570 1.015 363
Tolal suppott 0.017 1.63
Constant -D.022 022 0.138 548
Sample size; 51 Ri= 0.5562 0.5312

Conglueinn: Yeg, for both epenificatione, the cnefficiant on "Amannt that state's PLC ig ahove 1 25" 15 pasitive
and slztistically significant,

Remnlt

Q: Ifa state without aPLC (or a state with » PT.C' below 1.35) ndded n. 1,35 PLC,
how mmuch would the take rate increaze?

Increase in

Amount 1.35 PLC pertion that would
Coefficient izabove 125 falie Lifeline”
Low range: 0.582 0.1 0058
High range: 0682 01 0.068

At The tke rate would rist by 5.8 to 6.8 porcentage paints,

Notes:

* The Lifeline taloe rate is the number of houzeholds that take Lifaline divided by the nember of householde with
income at or below 1.5 imee the poverty level, For more information on the regression, sée Appendiz 1,

2 Significant at the 109 level in a twoetailed tegt.

* For matance, if & state hav 4 1.5 poverty level criterion, than the variable has g value of 25 (=1.5-1.25).
[f 5 onte has tio poverty level critenria, or If the state's poverly level criteria is at ot below 1.25, then the vasiable
hat 2 waiue of 0.

* Thin rrieana that i€ s state raized it PLC from 1.25 to 1.35, then, on zverage, the percentage of poor
householde that taks Lifaline wonld ree by 68 percantage pointz, Similatly, on average, & stake adding
2 135 PLE where no PLC existed wonld inctonse itz Lifeling take rate by 6.8 percentagic point,
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Section 2: Change to baseline: effects from the new policy
Table 2.D
Fstimated additional Lifcline subscribership with a nationwide 1,35 PLC

a (CPSIH datn) b (Table 2.C) ="
Houscholds with incarnes at or below Additional honseholds that Additional
1.5 times the poverty Tevel in rtater wonld take Lifeline Liftlime takers
with 1.25 or Jower PLGs (Yenr 2000 dng to 1ISDLE dyg o0 1,33 PLCT
Low mange: 15,959,000 5.8% 928.000
High tange: 15,958,000 6.8% 1,050,000

Q: Of the nuschoids hat wonld hecome eligitde to take LilcHne becmise of 2 1.35 PLC, what percentage would de %o only
Docanse of the 1,35 PLCT

A (Column ¢, abave) B (Table 2.A) C=AR
Additionat hotrcholds Ml Additional houreholda that Perzentage of vewly digihie
wonld hava taken Lifaline wonld iave become eligible hemscholds that would
duc tp 2 1,ISTLG dnste 8 133 PLC 1ake Jifefine with ¢ 1.35 PLC,
Low minge: 928,000 6,368,000 14.6% !
High range! 1,090,000 6,368,000 17.1%

A: 14.6% 1o 17.1% of the houzeholds that would become eligible for Lifeline would suhseribe.

Notes
! The rogression amilysis presentedin Tabls 2.C exanined Lifeline take rss among, houteholds with meomes af; or helow 1.5 timee the
fedem! poverty guidelines. This valne inclndes honsohiolds in =tatee without s poverty lovel criterion for Lifeline.
2 Asawmmes that etates with a Lifeline critetion of 3,4 PL.C do not change theit etiferia. Also assumies that states with 1.33 PLCk see o
measumblo efftet from implementing #.1.35 PLC.

Soume: Clartent Population Survey of Honseholds (CPSH) March 2000 data.
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Section 2: Change to baseline: effects from the new policy

Table 2.E
Estimated state-by-state additional Lifeline subscribers using & 1.35 PLC (Year 2000)
Tow range High rnge
a (Tabls 2.4) b (Tale 2.D) =a% d (Table 2.D) =g
Additional HH Talee rate among Additional LL. Take rate among  Additional LL
that would gualify if | HH thar qualify takare dus to HHE thet qualify takarz due to
{Stare 1 e added| duete 135 HL.C 138 PL.G dueto 1 35FLC 1.35P1C
Alzbama 187,280 14.6% 27,292 17.1% 32,056
Alasla 12,381 14.6% 1,877 17.1% 2,205
Arizons 185,060 14.6% 27100 17,1% 31,820
Arkanzas 105.820 14.6% 15421 171% 18,113
California 0 14.6% i} 17.1% 0
Colomdo 122432 14.6% 17.842 17.1% 20,857
Connecticut 74,674 14.6% 10,882 17.1% 12,782
Delawam 18,646 14.6% N7 17.1% 3192
e 0 14.6% 0 17.1% 0
Plorids 630,048 14.6% 81,816 171% 107,814
(Georgia. 261,620 14.6% 38,12 17.1% 44,781
Hawaii 10,996 14.6% 2514 17.1% 1421
Idaho 0 14.6% 0 171% 0
Tinokx 287,709 14.6% 41,541 17.1% 49,262
Indisna 179,604 14,894 26,187 17.1% 30,758
Towa. 84,158 14.6% 12,264 17.1% 14,405
Fanzas 113,605 14,6% 16,555 17.1% 19,446
Kantucky 166,328 14,6% 24,210 17.1% 28.470
Touisdana, 204,829 14.6% 20,849 17.1% 35,060
Maine 28875 14.6% 4,208 17.1% 4943
Maryland 166,010 14,6% 24,630 17.1% 28,920
Maszschugetis 194,535 14.6% 28,349 17.1% 33,268
Michigan o 14.6% 0 17.1% 0
Minvarota 123,972 14.6% 18,066 171% 21,220
Migzissippt 105,691 14.6% 15402 17.1% 18,001
Migzour 66817 14.6% 0,752 17.1% 11,454
Mentana, 51,465 14.6% 7.500 171% 8808
Mebrazlks 66,005 14.6% 0619 17.1% 11,208
Navada Q 14.6% 0 17.1% 0
Naw Hampebire 22,824 14.6% 3326 17.1% 3,907
New Jarssy 233,800 14.6% 34,073 17.1% 40,021
New Mexico 105,012 14.6% 15,303 17.1% 17.975
New York 553,831 14,6% 80,700 17.1% 04,768
North-Carolina 280,021 14.6% 40,807 17.1% 47,931
North Dakota. 35,087 14.6% 5,244 17.1% 6,160
Ohio 287402 14.6%4 41,883 17.1% 18,194
Oklehorma 142,085 14.6% 20,708 17.1% 24,321
Qregon 0 14.6% 0 17.1% 0
Penmeylvania 257974 14.6% 37,594 171% 44,1587
Riode 1zland 33,092 14.6% 4822 17.1% 5,664
Soutk Caroling 131,571 14.6% 19,174 17.1% 22,571
South Dakota 17,661 14.6% 2,574 17.1% 3,023
‘Tennessee 34,677 11.6% 5,053 17.1% 5916
[Tansz 104,501 14.6% 13,22 17.1% 17,887
Uteh 0 14.6% 0 17.1% 0
Vermont 0 14.6% 0 17.1% 0
Virgitita 213,490 14.6% 31,112 17.1% 26,543
Whachington 190,912 14,6% 27821 17.1% 32,678
Wagt Virginia Q7,149 14.6% 14,157 17.1% 16,629
Wineonsin 143,503 14.6% 20,913 17.1% 24,563
Wyorming 20,488 14,6% 2988 17.1% 3,507
{Nationwide 6,368,000 14.6% 928,000 17.1% 1,080,000




Section 2; Change to baseline: effects from the few policy

Table 2.F
Estimated stafe-by-state additional Lifeline subscribers nsing & 1.35 PLC (Year 2004)
Low ranpe High ringe
a (Table 2.A) L (Tabla 2.D) =a"b d (Tahla 2.D) F=a*d
Additionsl HI Talsa rata among Addivional LT, Take rataamong  Additional LL
thst would qualify If | HIK that qualify takers dua to HH that qualify takers due Yo
State L33 RLG winzzsdded]  dueto 1,35 PLC LISBLC ducto 135PLC 135PLC
Alabama 191,602 14.6% 27,935 171% 32,812
Alagka 11,197 14.6% 1,632, 171% 1917
Arjzona 216,020 14.6% 3482 17.1% 36,977
Arkancas 110,646 14.6%% 1614 17.1% 18,939
California 0 14,8% 0 171% 0
Colorado 130,447 14,6% 10,010 17.1% 22,328
Connocticut 76,821 14.6% 11,195 17.1% 13,148
Daiagme 21,213 14.6% 3,100 171% 3.641
C 0 14,6% 0 17.1% 0
Florids. 641,279 14.6% 93,453 17.1% 108,757
Georgis, 279371 14.6% 40,712 171% #7819
Hawali 10,713 14.6% 2873 17.1% 3374
Idaha 0 14,6% 0 17.1% o
Tlinois 302,608 14,8% 44,000 17.1% 51,797
Tndiana 186,740 14.6% 27215 17.1% 31,966
fowa 86,752 14.6% 12647 17.1%4 14,848
Kansgas 119,307 14.6% 17,386 17.1% 20,422
Kentocky 171,577 14.6% 25,004 17.1% 29,368
|Louiziana 104,478 14.6% 28,341 ‘ 17.1% 23,288
Maine 26,675 14.6% 3,887 17.1% 4564
Margland 172,004 14.6% 25,953 17.1% 20,484
Mazzschusstis 207,828 14.6% 0,087 17.1% 35,574
Michigzh 0 14.8%5 0 171% 0
Minnesota 134,434 14.6% 16,587 17.1% 23,011
Missisoippi 107,215 14.6% 15,624 17.1% 18,352
Mizzouri 71,526 14.6% 10423 17.1% 12243
Monmna. 51,837 14,6% 7,554 17.1% 8873
Nebrasks 68,573 14.6% 9,99% ' 17.1% 11,737
Neavada 0 14.6% 0 17.1% 0
New Hampohir 24,420 14.6% 3,539 | 17.1% 4,120
|Mew Jortey 258,301 14.6% 37,715 17.1% 14,298
New Mezico 111,985 14.6% 16321 17.1% 19,170
New York 565,965 14.6% 82477 17.1% 86,875
North Caroling 202,644 14.6% 42,647 17.1% 50,001
Nerth Dekota. 37,179 14,6% 3418 17.1% 6,264
Ghie 300,722 14,6% 43,824 17.1% 51,474
Oldahama 144,600 14.6% 21,072 17.1% 24,751
Oragon 0 14,6% 0 17,1% 0
Peonsylvania 258,688 14.8% 7,698 17.1% 44,279
Rhode Teland 30,442 14.6% 4,436 17.1% 5211
South Carolins 150,821 14.6% 21,988 17.1% 25,835
South Dakow 17171 14.6% 2,502 171% 2519
Tannaseae 33,248 14,6% 4,845 17.1% 5501
Texss 114,380 14.8% 16,668 17.1% 19,578
Utsh 0 14.6% 0 17.1% 0
Vermont 0 14.0% 0 17.1% o
Vitginia 224,939 14.6% 32,780 17.1% 38,502
Wezhington 206,538 14.0% 30,098 17.1% 35,353
Wert Virginia 100,073 14.8% 14,715 : 17.1% 17,283
Wizconsin 132,700 14,6% 19,338 17.1% 22,714
Wyoming 22,038 14.6% 3,212 17,1% 3772
Nazion#ido £.634,000 14.6% 267,000 17.1% 1,136,000
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Section 2: Change to bascline: effects from the new policy

Table 2.G

Logit regression results: Would a 1.35 Poverty Level Criterion

for Lifeline increase telephone penetration?

Logistic regression analysis’

|Dependant side variable: Docs the household have telephone sexvice?

Coefficient Wald

Independent side variables value statistic P.Valune
State has 1.33 or 1.5 poverty leve) critorion for Lifeline? 0.189 4.52 0.03
Income (000<) 0.032 30.85 0.00
Honsehold is a mobile home -0.753 A7.27 0.00
Honseliold. is owned, not ranted 0.728 81.44 0.00
Percentage of houscholders who have lived there one year 0.521 45.93 0.00
Someonc in the household is on food stamps -0.326 20.33 0.00
Constant 1.091 160.89 0.00

Statistically

stenificant
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Conclusion: Yes, the coefficient on "State has 1.35 or 1.5 poverty level criterion for Lifeline” is statisticatly iighiﬁcam.

' For more information on the logistic regression, see Appendix 2.
®'This study assumes that the effects of a 1.33 and a 1.35 Poverty Level Criterion would not be statistically different,
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Section 2: Change to baselinc: effects from the new policy

Table 2.1

Using the logit regression results: Calculating the number of households that
would have taken telephone service with a nationwide 1.35 PLC in 2000

e (Table 2G) b (CPSH) c=ath 4 (CrsH) ¢=a*d
Mrans for Meang
houzeholds {Saroe as column b Partial effect
with incoma except BIzUMGY if all otatar
Coefficient lezs thao 1.35 Partial all abates adopt implement 1.35
Vanable yalue poverty leve] cffect 35 - PLL for Lifeline
State hag 1.35 or 1.5 critaria for 7.7, 0.189 0191 0.036 1,000 0,189
Income (dollar valuee in 000z) 0.032 9.872 0.316 0.872 0.316
Livez in & mabile home -0.753 0,083 0.063 0083 -0.063
Owns home 0.728 04M 0.309 0424 0.309
Percent W lived there one year 0.521 0801 0.418 0.802 D418
On food stamps -0.326 0.252 -0.082. 0.252 -0.082.
Constant 1.091 1.000 1.001 1.000 1.091
7 = Sum of parual effects 2,025 2178
Penetration among HE with incomes belaw 1,35 PLE = 1/(1+™): £8.3% £0.8%
Increase in penetration among BH at or helow 1.5 times the peverty Jine = (89 8% - 88.3%); 1.5% A

Year 2000: Hauesholda below 1.25 times the poverty lavel,
Year 2000: Hodeeholde that would have mken phone service due to Lifaline change:

16,621,000 B (CPSH)
247,000 C=A*B

Year 2004; Houreholds below 1.35 limes the poverty level ?
Year 2004; Households that would have taken phone sorvice due to Lifsline change:

17,433,000 D (CPSH)
259,000 E=A*D

Nghes:
! Asinmes that states with 1.5 PLC erfteria koep it.
? Peracasted using CPSH date.
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Section 2: Change to baseline: effects from the new policy
Section 2: Estimate changes from new policy
Table 2.1
Breakdown of Lifeline subscribers with a nationwide 1.35 PLC (Year 2000)

a(Table 2.E) b (Tablc2.H) c=a-b
Hongeholds that Households with
would sign up for Hougeholds new to telephone service that
Lifeline service telephone service would sign up for
due to 1.35 PLC dne to 135 PLC Lifeline due to 1.35PLC
Low yange: 928,000 247,000 681,000
High range: 1,090,000 247,000 843,000

Section 2: Change to baseline; effects from the new policy
Table 2.J
Breakdown of Lifeline subscribers with a nationwide 1.35 PLC (Year 2004)

a (Table 2.F) b(Table 2.H) c=a-b
Hougeholds that Households with
wonld sign up for Households new 1o telephione service that
Lifeline service telephone service would sign up for
dne fo 1.35 PLC due to 135 PLC Lifeline due t0 135 PLC
Low rarnige: 967,000 259,000 708,000
High range: 1,136,000 259,000 877,000
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Section 2: Change to baseline: effects from the new policy

Table 2K
Estimated Lifeline expenditures (Year 2004)
Low range High range
a(Tsble 1D) [ b(Table2E) c=a*b d (Table 2.F) a=ag
Annnal fedaml Farccazted Forecasted Foracasted Porecaeted
suppottper | additional HH  ineremicd fodemm] | additional HH  inereased fedeml
|State Lifeline subsgriber|talng Lifeling Lifeling cxggndi;urc#mking Lifelitie, Lifeling szpepditures|
Alsbams $120.00 27,935 $3,352,194 2812 $3,937,383
Alagka $120.00 1,632 $195.796 1,917 $229.97%
[Arizona 390,67 31,482 33,137.819 36,977 $3.685,349
Arlansas $99.00 16,124 31,596,298 18,230 31,874,953
ICalifornin $100.02 Q $0 0 $0
Colorndo $120.00 18,010 $2,281,175 22328 $2.579,397
Connecticut 396,26 11,185 31,077,687 13,149 $1,265,818
Delaware 308,04 3.100 $303,037 3,611 $356,995
DC 387.84 0 0 Q 30
Florida $120.00 93,453 $11,214,323 109,767 $13,171,9%
Georgis, $120.00 40,712 54.885.49). 47819 5,738,247
Hawali $99.00 2873 $264,407 337 $334,056
Tdako $118.92 0 %0 0 $0
T11inois $89.01 44,009 $3.925,07 SLT97 $,810,273
Indisna. 489,39 27,215 $2132,783 11,966 $2,857,472
Jown 583,48 12,647 $1,055,378 14,849 1,239,614
.ansee $105.87 17,388 $1,840,781 A2 $2,162124
entucky $118.29 25,004 $2,957,764 29,368 $3,474,008
cuizians 399.00 28,341 $2,205,772. 33,288 $3,295.572
aine $110.10 3,887 $463 338 4,566 4544220,
aryland $109.23 25,953 $2,837.507 an484 $3,312,847
azzachuentts $119.04 30,287 33,605,319 15,574 $4,234,896
Michigan $08 54 ¢ $0 0 30
Minnceota $84.44 19,591 1,654,332 2011 $1.943,127
M imsissippl $120.00 15,624 31,874,901 18,352 $2,202,200
izzouri 384,97 10,423 $885.658 12,243 $1,040,266
Montanz $120.00 7.554 $906,495 A&73 ¥1,064,741
Nebrasla $113.15 0,953 $1,130,729 11,737 F1,328,119
Mavada $04.49 0 %0 0 50
New Hampshire $98.08 3,559 $349,034 4,180 $400,96%
ew Jemey $05.45 27,75 $3,599,991 44 299 $4,228,437
Jev Mexico $12000 16,321 $1,958.495 19,170 $2.300,387
Nes York $11799 82,477 $9,731,711 98,875 $11,430,566
Jorth Carolina fii16.61 42,647 $4,073,108 50,091 $5,341,361
North Daltota $120.00. 5418 $650,165 6,384 $763,663
Ohlo $87.90 43,824 $3,856,130 51,474 $4,529,200
Oklahoma 393,38 21,072 $1,987,342 24,751 $2.310,788
Otegan $120.00 0 20 0 30
Penhaylvania $108.32 37,698 $4,083 407 44279 $4,706,243
R hade [alznd £119.04 2,436 $528,085 521 $620,272
Scuth Carolina fere 21,905 $2,633 247 28,835 $3,092,930
South Dskota $98.47 2,502 946,405 2,979 $289,420
Toomegses $118.70 1845 $575,105 5,691 $675,501
Texaz $108.81 16,668 $1,780,407 19,578 2,001,211
[tah $119.22 0 5o 0 $0
Vermont $119.20 0 0 0 30
Vitginia $113.22 32,780 $3,711,461 38,502 $4,359,367
Wazhington 311540 30,098 $3473,127 25,353 44,079,662
(W et Vivgihiia $111.00 14,715 $1,633,371 17.283 $1.918,507
Wistonain $92.68 10,338 $1,79,258 2,714 $2,105,122
W yomming $120.01 3212 $385,403 3,772 $452,683
[Natiorwide Not applicable ‘97,000 $305,000,000 1,136,000 $123,000,000
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Section 3: New policy: new levels resulting from a 1.35 PLC (as of Tuly 1, 2004;

Table 3.A
Forecasted new Lifeline subscribers (VYear 2004)
Low taripe Hiph rangs
a(Tabla L.C) b (Table 1.C) ¢ {Table 2.F) drisde 5 (Table 2.F) [~b-te
Foracasterd baseling Additional LI, Neaw total Additiona] LL Maw total
Forecasted  households taking taltars due to househiolds teltora due to hougeholds
Btate househalds Lifeline LASPLC tekityy L.feltne 133PLC taking L ifnline
Alabama. 1,784,655 25,732 27,935 53,667 2,812 58,544
FAERTEY 189,273 21,505 1,637 23,137 1,817 23,422
Arizona, 2,100,528 78,220 31,482 110,801 36,677 116,287
Arkanias 1,073,633 16,351 16,124 26,415 18,239 28,290
Callfornia 13,512,478 3,434,082 0 3,434,087, 0 3,434,082
Colorado 1,707,313 20,759 15,010 49,768 22,328 53,087
Cotisetieut 1,323,751 58,572 11,198 70,167 13,149 72,121
D élaware 328,309 2,255 3,100 5,355 3641 5,896
nC 261,706 14,335 0 14,325 0 14,325
Florida, 6,173,667 143,921 93,433 231,374 109,767 253,688
Creorgia 3,151,149 70,764 40,712 111,476 47,819 118,583
Hawail 405,787 14,02 2,873 16,885 3374 17,387
Idaho 538227 29,392 0 29,392 0 29,392
Ilnots 4,809,640 86,625 44,099 133,724 51,797 141,422
[ndiana 2,391,601 41,190 27,215 68,405 31,968 73,136
loma 1,183,042 18,101 12,642 30,743 14,849 32,950
Kansas 1,087,042 14,151 17,386 31,537 20,422 3,572
Kentacky 1,508,049 61,728 25,004 86,793 20,368 91,157
Louialang 1,327,772 20,634 28,341 43,995 33,288 53,043
Msina 459,171 81,837 3,887 85,74 4,566 R6,403
Maryland 2,095,840 4,139 25,953 10,003 30,484 14,623
Massachusetta 2,634,625 170,664 30,287 200,950 35,574 206,238
Michipan 1,388,965 116,595 0 116,595 0 116,595
Mirmasota. 2,005,000 49,703 19,591 69,294 23,011 72,714
Migsiasiopi 1,054,672 22,746 15,624 18,370 18,352 41,097
Missou! 2,320,481 34,550 10,473 44,582 12,243 46,807
Montana 359,545 15,878 7,554 33,432 %873 24,751
Nebrasca 678,171 15,565 9,992 25,559 14,737 27,302
Nsvade 706,097 37,854 0 37,854 0 37,854
MNew Hampshire 497,733 7,528 3,55¢ 11,085 4,120 11,706
[Naw Jeraey 3,370,004 19,334 37,715 87,019 44,269 93,632
New Maxico 713,173 49,055 16,321 65,376 19,170 68,225
Néw Tork 7,181,899 306,706 82,477 589,183 96,875 603,581
Notth Carblina 3,081,512 101,953 42,647 144,600 50,091 152,045
Morth Dakota 265,131 19,574 5,418 24,992 6,364 25,938
Ohto 4,730,200 286,644 43,824 330,468 51,474 338,118
Olklzhoma. 1,357,281 118,242 21,072 139,514 24,751 143,193
Oragon 1.481,615 38,427 0 38,417 0 IR A2T
Peringylvania. 4,680,767 94,991 37,608 132,689 44279 139,270
Rhode Island 356,397 44,058 4,436 48,494 5211 49,269
Sotth Caroline 1,770,840 23,182 21,995 45,477 25,835 42317
Sourh Daltota 273,920 286,593 2,502 29,196 2,938 28,632
Tennessng 2,052,967 47,906 4,845 52,751 5691 53,547
Taras 8,139,467 451,642 16,668 462,311 19,578 471,220
Utah 685,599 19,762 n 19,762 0 19,762
Vermont 230,202 29,212 0 29,212 0 24,212
[Virginia 2,793,789 21,333 14,780 84,113 38,502 539,236
Washingtort 2,492,848 34,983 39,098 117,083 35,353 122,336
Weat Virginta, 7RE,384 5010 14,715 19,725 17,283 22294
Wisconain 1,875,267 65,376 18,338 #4,714 22,714 88,090
Wyoming 207.522 2212 3,212 5,424 3772 5,985
Nationtwids 110,099,000 6,827,000 $67.000 7,764,000 L 136,000 1,963,000
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Section 3! New policy: new levels resulting from a 1.35 FLC (as of Tuly 1, 2004)
Table 31
Forecasted new Lifeline expendinires (Year 2004)

Low rangn High fange
a(Table 1L.D) b (Tabla 2.K) o=a"b d(Table 2.K) et
Annual Fadaral Additional faderal Tetal fadsral Additional federal Total federal
Lifeline wrpand ituras Lifoline exponditures  Lifeline spenditures|  Lifeline sapenditures Lifelino cxponditurcs
ate ihoat wi ith 1; i X with 1 35 DLC

Slabama 3,087,835 3,352,194 $6,440,030 £3,927,383 $7,08521¢
Alaslea 2,580,354 5195794 $2,776350 £220,975 7,810,530
pirizons £7,908,602 13,137,619 511,043,020 $3,685342 $11,590,751
Aritansea $1,04,728 1,596,298 $2,621,027 $1,874,963 $2,899,62]
Cslifomia $243 400,485 50 $343,490,435 bl $343,400,485
Colorado 53,681,050 228175 15972225 $2,676,397 $6370,443
Comnaatinut 55,676,659 1,077,667 $6,754.576 $1,265818 $6,942,707
Dalywate $221,03) $303,937 524,988 $356,995 $578,045
DC 51,258,769 10 $1,258.269 0 $1,158.269
Florida 517,270,546 $11,214,323 28,434,870 $13,171,996 $30,443,542
Clorrgia 18,404,683 $4,885,492 $13,377,175 $5,738,347 514,230,030
Hawail $1,387,214 £284,407 $L671.62 $334,084 $),721.27
lagho £3,495,150 50 $3,495,150 $0 £3,495,190
Tllinoss $7,877.186 43,025,076 §11,900,262 $4,610,273 512,587,459
ladisna $3,682,315 52,432,783 £6,114,858 52,857,472 6,535,587
Tows $1,511,046 $1,055,378 $2,566,404 £1,239614 $2,750,660
Kanzas 31,498,204 31,840,781 $3,338,985 52,162,124 $2,660,328
Kenmcky $7,308,219 $2,957,764 $10,2.66,983 £3,474,098 $10,783,317
Louigiana 2,044,783 12,805,772 $4,850,558 £3,285,572 $5,40,255
Maine 9,754,242 $463,238 $10,217,681 $594,242 310,208, 564
Maryhnd 542,58 32,837,507 £2,250,05¢ $3,332,847 $3,785,400
Mazznchuzatts $20,315,902 53,605,319 123,921,221 54,224,606 524,550,598
Michigm $11,189,535 L) 511,426,835 0 311,482,515
Mimnesota 54,197,110 H,654,332 $5,857,442 51,043,127 $6,140,237
Miseiceippi 2,729,464 1,874,901 $4,604,365 $2,207,200 931,664
Missousi 12,985,422 $885,658 $3,222,080 $1,040.266 £2,976,688
Montana $1,905,39¢ $906,.495 12,811,885 $1,064,741 2970131
Nekraska $1,761,179 $1,130,729 $2,891 908 $1.328119 53,089,268
Nevadn 33,576,501 ¥ $3,575,501 50 $2,576,90]
Mew Hampzhirs IR 167 348,010 $1,087,201 $419.965 B1,148,130
New Jorsey $4,709,062. 13,599,991 $8,305,053 $47228.437 $8,937,495
New Mexioo $5,886,597 51,958,408 17,815,092 %2,200,387 R, 136,984
Now Terle $59, 787,604 B, 731,711 569,519,315 $11,430,366 $I1,21R170
Narth Carolina $11,889,163 54,873,195 316,262,358 $5,841,261 517,730,524
North Dilkota £2,348,945 560,165 $2,998,111 5763663 53,112,610
Ohio $25,222,329 2,856,130 $39,078.450 $4,529,260 $29,751,619
OkIrhoma $11.087,846 31,967,348 513,025,194 $2,210,786 $12,36R632
Otegon $4,611,270 %0 $4.611,270 50 34,611,270
Pennsylvania $10,289,238 34,083,407 514,372,695 $4,796,243 314,085,521
Rhods lelnd 55,241,688 £523,083 $5,772,773 $edaz72 £5,864,960
Santh Carslina $2,811,320 52,633,247 £4444,567 $3,092,020 $5,004,250
South Daketa £2,628,559 546,405 $2,874,964 $282,420 £2,911,979
Tennassen £5,686,235 $575108 £6261,340 5675501 $6361,736
Texas $4R,241,162 $1,780,407 850,021,570 $2,091,211 $30.332,374
Utzh £2,356,048 0 $2,3 56,040 50 $2,356,042
Vermont 3,481,999 %0 33,481,589 $0 $3,481,989
Virginia 52,415,818 51,711,261 $6,126,979 34,359,267 £6,774,785
Washington $10,027,727 $3.47,327 $13,511,054 $4,070.662 $14,117.389
West Virginia 5336, $1,633,37 $2,189,512 $1,918,507 $2.474.678
Wicoohio 16,055.047 1,792,256 7,851,302 $2,105128 3R 164,175
Wyoming $265,508 5385403 $650,909 $452,692 $718,1R8
Natianwide $708,000,000 $105,000,000 $514,000,000 $123,000,000 $832,000,000
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Section 4. Réplacing crirrent criteria with an income-based criterion (Year 2004)
Table 4.A
Estimated households taling Lifeline if 1.35 PLC were the only criterion

Low ringe High mnge
a(Tebla3B) b(CPSHdam)  e=a* [ d(CPSH date) ewa.chd Frd*e gEact
Brpectad  Perorntmgnof  Houeaholds | Additionsl Total Additional Total
hougeholds houanholds that  thateould |houwscholdnthat Lifeline |housoholds that LiPaline
Alabima 25,732 41284 10,598 27,085 43,068 12812 17,946
Alazka 21,505 77.0%% 16,558 1,632 6,579 1917 6864
Arizoma 74,320 50.8% 47,465 11,482 63,336 36977 8832
Arkansaz 10,351 40.0% 4,140 16,124 22,336 18,939 25,150
Colifomin 1,434,082 0.0% 0 0 3434082 0 3434082
Colartdo 30,758 49.6% 15,242 19,010 34,527 22,328 37,846
Connacticut 58,972 59.7% 35,108 11,145 134,969 13,148 26,003
Delaware 2,258 58.1% 1316 3,100 4,039 3,641 4,580
Distriet of Columbia 14,225 0.0% 0 0 14,328 0 14,325
Plondx 143,921 51.7% 74,425 93,453 162,649 109,767, 179,263
Ganrgie. 70,764 48.8% 15,268 10,712 76,200 17818 3,316
Hawaii 14,012 53.1% 7442 2,87 9,443 3,374 9,944
Idsho 20,392 21.7% 6376 0 23,015 0 2015
Lllinoie 89,625 47.1% 42,191 44,089 £1,533 51,757 99231
Tndizna. 41,190 63.4% 26,118 27,215 42,287 31,966 47,038
Town 18,101 47.4% 2,585 12,642 22,158 14,848 24 385
Roaneas 14,151 46.2% 6,510 17,386 2907 20122 28,032
Kentueky £1.789 37.4% 23,087 25,004 63,706 20368 64,071
Louizians. 20,654 47.8% 8§75 28,341 39,120 33,288 44,068
Maite 81,837 18.2% 39,422 1,387 46302 4,568 46981
Virryland 4,130 36.5% 1,512 25,053 238,581 20,434 23,111
Massachugatts 170,664 $4.9% 92,578 30,287 108,373 25,57 113,660
Michigan 116,595 0.0% 0 0 116,593 0 116,595
Minnerot: 49,703 54.3% 26,985 19,501 42,308 23,011 45 730
Miasiasippi 22,746 36.7% 8,354 15,624 10016 18,352 32,764
Mizseurd 14,550 24.0% %281 10,423 36,702 12,243 28,502
Montana 15,878 52.0% %258 7.554 15,174 2878 15493
Nibraslka 15,565 50.5% 7,860 9,993 17,697 11,737 19,412
Nevada 37,854 0.0% 0 0 37854 0 37,854
(Mew Hampzhite 7526 60.4% 1,546 3,55 6.528 4,180 7161
Now Jeruey 40,334 56.5% 27,895 11,15 50,153 44,299 65,737
New Mekico 49,055 51.4% 25,219 16,17 40,157 19,170 43,006
Naw York 506,706 45.6% 239,506 82,477 356,588 86875 370,986
Notth Carolina 101,953 42,45 43,217 42,547 101,323 50,091 108,768
North Dakota 19,574 $3.2% 10,118 5418 14,575 6,364 15,521
Ohinv 286,644 45.3% 120,053 43,84 100,515 51474 208,166
Cldshoms, 118,442 49.0% 58,075 21072 §1439 %751 85,117
Oregon 38,427 26.7% 14,094 0 4334 0 24,334
Pennsylvanis a4,961{ 19,004 18,923 37,698 {13,766 14,279 120347
Rhode Trland 44,058 47.0% 20,726 4,436 27,769 5211 28,543
South Carelina 23,482 47.1% 11,069 21,995 34,4108 25835 38,248
South Daknta 26,683 §5.4% 14,775 2,502 14,420 2,939 14,857 |
Tonnasenn 47,906 30,54 18,022 4,845 33,819 5,691 24 64
Tanas 451,642 26.0% 131,121 16468 337,190 19,578 340,088 .
ik 18,762 44.2%% 8,736 0 11,026 ] 11,026
Varmont 20212 0.0% o] 0 28,212 o] 25212
Virginia 21,333 58.4% 12,028 32,780 42086 38,502 47808
Wazhington 76,982 61.6% 53,577 30,098 63,504 35,352 8758
Wast Virginin 5,010 30.2% 1,565 14,215 11,760 17,283 20,328
Winconzin 65376 54.2% 35,403 18338 49311 2,714 52,687 |
Wyoming 2212 51.4% 1,138 3212 4,286 3,777 4,846
Nationw{de 6,827,000 18.8% 1,038,000 267,000 4355000 | 1,136,300 6,524,000

*Itis sspumed that starec with .15 PLC (marleed by otetiak) lenp i1,
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Technical Appendix 1

Background information for Table 2.C (Would Lifeline take rates increase
due to a nationwide implementation of a 1.35 PLC?)

Below are the two regression results that are used to determine the effect that a
nationwide implementation of a 1.35 poverty level criterion would have on
Lifeline subscribership.

Regression 1 — Lifeline specification 1.
The regression model calculated from the data is

%HHBelowOnePtFiveTakingLifeline =
-0.02 +0.58 x IncElgAbv125 + 1.04 x California + 0.0167 x TotSup.

Explanation of variables for Lifeline regression specification 1.

The dependent variable is the number of households taking Lifeline divided by the
number of households that are at or below 1.5 times the poverty level’
(“eHHBelowOnePtFiveTakingLifeline). For example, Texas had 263,934 Lifeline
subscribers m 2000, and 1,575,172 households at or below 1.5 times the poverty
line. The dependent variable data point for Texas therefore equals 0.15
(=263,934/1,348,089). ‘

The first Independent Variable is IncEligAbv125. For each state, IncEligAbv125
equals that state’s income eligibility level (if it has one) minus 1.25. So, for
California, which has an income eligibility criterion of 1.5 times the poverty level,
IncEligAbv125 equals 0.25 (= 1.5 — 1.25). For states with an income eligibility
criterion at or below 1.25 times the poverty level, or for states without an income
criterion, IncEligAbv125 equals 0. So, for Texas, which has an income eligibility
criterion. of 1.25 times the poverty level, IncEligAbv125 equals 0. The coefficient
on this variable allows us to predict the number of households that would take
Lifeline if a 1.35 PLC were adopted.

' The federal govemment establishes the poverty level threshold, which is based on the nummber of people living in the
household, and whether the household is in the mainland United Statcs, Al aska, or Hawaii, The Current Population
Survey of Households (CPSH) data conveniently list the poverty lcvcl for cach family in the family record portion of
the data.
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So for Texas, and other states with a 1.25 PLC (and for states without an income-
based criterion), the new policy would increase the independent variable from 0.25
to 0.35, or by 0.1, and the dependent variable would increase 5.8 percentage points.
The percentage point increase in percentage of households at or below 1.5 times
the poverty level that take Lifeline because of a 1.35 PLC were implemented
would be 5.8%.

=0.58 * 0.1 = 0.058 or 5.8%. 2

The second Independent Variable is “Califormia”, In statistical terms, this is called
a “dummy” variable, and equals 1 if the state is California, and is 0 otherwise. A
dummy variable is often used in regression analysis to quantify specific effects.
Calitornia is the only state using self-certification with an income-based criterion,
and it appears to have more households taking Lifeline than the CPSH data would
indicate are eligible for it. Therefore, singling out California with a dummy
vanable to measure a California-specific effect is warranted.

The variable “TotSup” is the amount of monthly telephone service support that
Lifeline subscribers in each state receive (TotSup). The amount of total support
that households receive varies with the local telephone carrier. For each state,
TotSup is the amount of support from the largest carrier in that state. For example,
in Texas, Lifeline subscribers in Southwestern Bell territories pay $11.35 per
month less for telephone service than regular telephone subscribers, Therefore, the
TotSup datapoint for Texas is $11.35. The more support that eligible households
can receive, the more incentive they have to take Lifeline.

* The coefficient 0.58 is used to calculate the number of additional households that would take Lifeline with 2 | 35
PLC. It is multiplied by the number of households at or below 1.5 times the poverty level (i.e, from 0.0 to 1.5 times
the poverty level). Even though those households hetween 1.35 and 1.5 times the poverty level would not actuall y
qualify for Lifeline, the model coefficient is estimated in such a way that a correct prediction is made.
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Regression 2 — Lifeline specification 2.

%HHBelowOnePtFiveTakingLifeline =
0.14 + 0.68 x IncElgAbv125 + 1.04 x California

When comparing the two specifications, this one suggests that more households
would take Lifeline because the coefficient 0.68 is greater than the 0.58 coefficient
in Regression 1. So for Texas, and other states with a 1.25 PLC, and for states
without an income criterion, the percentage point increase in the percentage of
houscholds at or below 1.5 times the poverty level that would take Lifeline because
of a 1.35 PLC is 6.8%.

= 0.68 *x 0.1 = 0.068 or 6.8%.

Additional information about Lifeline regression specifications 1 and 2:

Data sources

The data are from the Current Population Survey of Households (CPSH) (March
2000 data), the Universal Service Monitoring Report (Oct. 2002) and

www lifelinesupport.org. The CPSH data are used to determine the number of
households at or below 1.5 times the poverty level in each state. The Universal
Service Monitoring Report was used to determine the number of households on
Lifeline and the total support (number of dollars) that Lifeline subscribers received
in each state. The website www lifelinesupport.org was used to determine which
states had income criteria for Lifeline, and the multiple of the Federal Poverty
Guidelines that was required to be eligible for Lifeline in those states.

Data are aggregated to the state level.

CPSH has data for thousands of households, including whether the household has
telephone service or not. If it were possible to do so, it would be best to conduct
the analysis at the household level to maximize the number of observations and to
account for several demographic factors. Unfortunately, CPSH data do not report
whether the household is receiving the Lifeline subsidy. Therefore, individual data
observations could not directly be used for the estimation. These regressions
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therefore use data that have been aggregated to the state level, This means there is
a smgle data point constructed for each state, The number of Lifeline subscribers
for each state is available from the Universal Service Monitoring Report, however,
so the CPSH data are aggregated to the state level. The number of households that
are at or below 1.5 times the poverty level in a particular state is determined by
summing the statistical weight of each household at or below 1.5 times the poverty
level (the statistical weight for each household is determined by the Bureau of
Labor Statistics), and dividing by 100. (The statistical weights add up to 100 times
the number of households in the state, so dividing by 100 is a necessary step.)

Additiopal information on regression specification

The dependent variable: %HHBelowOnePtFiveTakingLifeline.

As mentioned above, the dependent variable is the number of households taking
Lifeline divided by the number of households that are at or below 1.5 times the
poverty level. The dependent variable should be a measure of participation rate,
and this requires a measure of takers and a measure of eligibility. An ideal
measure would have been the number of households taking Lifeline divided by the
total number of households that are eligible. Obtaining a measure of number of
eligible households in each state is not possible, as will be explained below, so a
swrrogate measure “number of households that are at or below 1.5 times the
poverty level” is used in its place. As long as the resulting surrogate participation
rate i consistent across states, and used properly, the resulting analysis is correct.

The surrogate is necessary because of a measurement problem. There are several
states where it is difficult to measure the number of households that are eligible for
Lifeline. This happens most often when states use state-specific programs as
eligibility criteria. Because the CPSH swrvey does not ask about every possible
welfare program, the CPSH data cannot always be used to determine if a
household is eligible for Lifeline or not.
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Therefore, an alternative dependent variable was needed. The number of
households below 1.5 times the poverty level is a reasonable proximate measure of
support need. So, instead of dividing the number of households taking Lifeline by
the number of households eligible for Lifeline, the dependent variable in this
analysis is the number of households taking Lifeline divided by the number of
households that are at or below 1.5 times the poverty level. The 1.5 times the
poverty level threshold was chosen because it was the highest poverty level
criterion used by any state, and it was used by several states.

The principal independent variable: IncEligAbv125

As mentioned above, IncEligAbv125 equals that state’s income eligibility level (if
it has one) minus 1.25. If the state has no income eligibility criterion, ot if it has
one that is less than 1.25 times the poverty level, then the datapoint equals zero for
that state.

The main objective of the regression apalysis is to quantify the number of _
additional households that will subscribe to Lifeline with the implementation of an
income-based eligibility criterion. Generally, states using higher multiples of the
poverty level as an eligibility criterion have higher Lifeline participation rates than
states using lower multiples of the poverty level criteria (or states using no income
based criterion at all). The coefficient on IncEligAbv125 is used to predict the
number of households that would take Lifeline due to a 1.35 PLC.

Prcliminary modeling indicated that a nationwide implementation of an income
criterion set at or below 1.25 times the poverty level would not increase the
number of households taking Lifeline by a statistically significant amount.
Because some states use lower multiples of the poverty level to determine Lifeline
eligibility, one would expect that using a higher multiple of the poverty level
would increase the number of households ¢ligible for Lifeline in those states.
However, basing this independent variable on lower multiples of the poverty level
did not produce statistically significant results.
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Discussion

Discussion of independent variables:

“California” 1s significant in both regressions (indeed, it was significant for all
regression specifications in which it is included).

“TotSup” 1s positive, but is not significant. It is nearly significant, however.
Further, there is strong economic reason to include it, because it measures a
household’s incentive to take Lifeline, $o it should not be eliminated from the
model without good reason.

“IncEligAbv125” 1s significant in both regressions, but the size of the coefficient
varies, and it is just barely significant (at the 10% level) when TotSup is included.
Other specifications of the model were run that included whether each state had a
particular program as an eligibility criteria. Throughout most of the trial
specifications, the coefficient of IncEligAbv125 ranged between the two values
presented in this report and remained significant. Therefore, the analyses
presented in this report are very robust.

Low-mcome Home Energy Assistance Program (LIHEAP)

Other tria] variables are tested in the regression analysis, but for the reasons listed
below, these trials are not adopted. However, when the regression included
whether the state had energy assistance as a method for qualifying for Lifeline, the
coefficient on IncEligAbv125 dropped 40% and was not even close to being
significant. This trial regression model is contrary to sound economics for two
reasons.

First, if the results were accurate, it would indicate that there would be no
significant additional Lifeline subscribership with the implementation of a 1.35
PLC. This is not plausible, because the logistic regression analysis (see Appendix
2) indicates that a 1.35 PLC would significantly increase the mumber of households
taking telephone service. Because we find strong evidence that a 1.35 PLC would
increase telephone subscribership, a similar impact on Lifeline subscribership is
also expected.

Second, if the coefficient on IncEligAbv125 from the Lifeline Regression were
plugged into the model, it would indicate that just 10% of those households that
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would become eligible would take Lifeline service, which seems far too low.
Currently, over 30% of cligible households take Lifeline service. While the

Given that the coefficient on IncEligAbv125 ranges between 0,582 and 0.682 in all
the other trial regressions, that range is used in this study. Table 2.D uses the
results from the regression analysis to quantify the number of houscholds that
would take Lifeline as a result of a 1.35 PLC.

OLS regression was used using the statistical computer program Stata 7.0, The
regression outputs (below) show the significance of each coefficient.

* We note that there is some multicollinearity hetween the cnergy assistance variable and TotSup. As a practical
matter, if energy assistance is included in the regression and TotSup is removed, then the coefficient on IncElgAhv|25
retums 1o normal Icvels and is significant,
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. reg %HHEelowOnePcFiveTakingLifeline

Regression output

IncElgAbvlzy California TotSup

Souree | 58 dr Mg Number of obz = 51
e B e F( 3, 47) = 19.64
Model | 1.5914109 3 .530470301 Prob » F = 0.0000
Residual | 1,26974351 47  .027015798 R-squared = 0.5362
e B e et TN Adj R-sgnared = 0.5279
Total | 2.86115341 50 .057223068 Root ME&E = .16434
| Coef.  8td. Err t P=jt| [95% Conf. Interwvsl]
________________ +——ﬁ————————————h—————w—————n—————w——————ﬂ———————&——————h—————ﬂ——
IncElgAbv]25 | .5815073 . 3422222 1.70 D.09%9¢ -.106855 1.26997
California | 1.040881 1825073 5.70 0.000 .67372313 1.408038
TotSup | .0166981 -010255;. 1.63 D.110 -.003932¢ .0373288
Constant | ~.0220947 .101.3845 -0.22 0.828 -.2260543 -14818648
reg %HHBelowOnePtFiveTakingLifeline IncElgAbvl2s California

Souree | SS daf Mg Number of obs = 51,
----------------- e F( 2, 48) = 27.19
Model | 1.51878515 2 .759892577 Prob > F 0.0000
Residual | 1.34136826 48  .027945172 R-squared = 0.5312
e f T S oo - Adj R-sguared = 0.5115
Total | 2.86115341 50 .057223p68 Root MSE = 16717
| Coef Std. Err £ P> || [95% Conf. Interval]
_________________ p___-_h___--_______q,____—w______“-______q______—m_-___--h____--h
IncElgabvl2s | .682112 .3423383 1.99 0.052 -.006207 1.370431
California | 1.045145 -1856009 5.63 0.000 .671968%¢ 1.4138321

Conztant | . 1380132 .0251194 5.439 0.000 .0875073

e e e e e ————— T S T T e e e — e e
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Technical Appendix 2

Background information for Table 2.G
(Would a 1.35 PLC for Lifeline increase telephone penetration?)

Below are the results of two o gistic regressions. They show the effects that a 1.35
PLC for Lifeline has on telephone subscribership. Logistic regression 1 was used
for the study. Logistic regression 2 tested whether California’s self-certification

process for income-based eligibility increased telephone penctration among low-
imcome households.

Logistic regression 1 — Telephone Specification 1:

— ~[1.09 + 0.189*X] + ~T33* X2 +.728* X3 + ,521* X4 + 032 X5 4+ 0.326%XG]
Y=1/(1+e )

Explanation of variables for Telephone Specification 1.
Dependent variable:
Does the household have telephone service? (Y = H_TELHHD)

The dependent variable is whether the low-income household has telephone
service. The data point for a household equals one if the household has telephone
service, and equals zero otherwise. The dataset is comprised of data from only
those households with incomes at or below 1.5 times the poverty level.

Independent variables:

Is the household in a state with a 1.35 or less resirictive poverty level criterion?
(X; = SHi35BET)

If the household is i a state that uses a 1.35 PLC for Lifeline (or if the state uscs a
higher multiple of the poverty level), then SH135BET equals one for that data
point; otherwise, it equals zero. Because the sample is restricted to only those
households that are at or below 1,35 times the poverty level, all data points for this
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variable will be either a “0” or *1”, Of these low-income households, 19.1 percent
live in a state with a 1.35 to 1.5 PLC, and the independent variable SH135 BET
equals ) for these households. For the other 80.9 percent, the independent variable
SHI135BET value equals 0.

This is the only independent variable used in the cost/benefit analysis, and
therefore the accuracy of its coefficient is of most concern. The coefficient on this
variable (0.189) is later used to quantify the increased probability that a low-
income household will take telephone service (or fraction of) as the result of a 1.35
PLC.

This quantification is accomplished as follows: When X 18 changed, Y will
change. For an individual household, the change of X, from 0 to 1 models the
effect of implementing a 1.35 PLC for that particular household. When modeling
the change nationally, X is changed from .191 (19.1%, which reflects the fact that
19.1 percent of the sample households already live in a state with a 1.35 PLC)to 1.
As aresult, Y changes according to Logistic regression 1 above (Y is interpreted as
a percentage—or probability—of households with telephone subscribership, and
ranges from O to 1). When we change the “baseline” 19.1 percent of low-income
households (living in a state with a 1.35 PLC) to the “new policy” 100.0 percent,
then predicted telephone subscribership among sample households increases from
88.3 percent to 89.8 percent.

Is the household a mobile home? (X = MOBHOME)

If the household is a mobile home, then the MOBHOME equals one for that
datapoint; otherwise, it equals zero.

Is the household owned by the householders? (X; = OWNHOME)

If the householders own the home themselves, then OWNHOME for that data
point equals 1; otherwise, it cquals zero.

Percentage of households who lived at that address for at least one year. (X, =
PCTONEYEAR)
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The data points for PCTONEYEAR equal the percentage of the adults in that
household that have lived at that address for at least one year.

Total value of household income (Xs = HTOTVAL)

The data points for each household equal the household’s entire annual income
including the value of transfer (e.g., welfare) payments.

Is someone in the household on Jood stamps? (X; = HF QODSP)

If someone in the household is on food stamps, then HEOODSP equals one for that
data point; otherwise, it equals zero.

For the results of this specification, see page 51, below.

Logistic regression 2 — Telephone Specification 2:

Telephone Specification 2 includes all the variables from specification 1, and
includes the variable California,

California. (CALIF)
If the household is in California, the variable cquals one, otherwise, it equals zero.

For the results of this specification, see page 52, below.

Additional information about specifications 1 and 2
Price

None of the logistic regression specifications include the price of telephone
service. This is because the price that each household faces is unknown. Different
catriers offer service at different prices, and even within the same carrier, the price
of telephone service varies from city to city. Because the carrier that would serve
cach household is unknown, price cannot be included in the logistic regressions,
Earlier rescarch has shown that omitting the price of telephone service does not
affect the coefficients of the other variables in this logistic regression. This is
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because the coefficient on price would be tiny, so any “missing variable” bjas
would also be tiny.*

Data sources

The data in this analysis are from the Current Population Survey of Households
(CPSH) from March 2000. CPSH data contain information on over 50,000
houscholds. From these data, the relevant demographic information are extracted
for analysis, including; 1) whether the household hag telephone service, 2)
household’s total income (including the value of transfer payments), 3) the poverty
level for that household (i.e., household earnings divided by state definition of
poverty-level income), 4) the state the household lives in, 5) whether the household
dwelling is owned or rented, 6) the number of adult members that live in the
household for at least one year, 7) the number of adults living in the household,
and 8) the list of subsidies the household reccives, which included Federal Public
Housing Assistance (Section 8), Food Stamps, LTHEAP, Medicaid, and
Supplemental Security Income. The CPSH data also includes information on
whether or not the household has telephone service.

Household-level data are used

All the information is available for each household, so the analysis is conducted at
the household level; aggregating to the state level is unnecessary.

Logistic regression preferred to “standard” OLS regression

Because the dependent variable is binary (a household either has telephone service
and is thereby assigned a values of one (1), or it does not and is thereby assigned a
value of 0 (zero), logistic regression analysis is preferred to a Linear Probability
model using Ordinary Least Squares (OLS). With binary dependent variables,
linear regressions can produce erroneous results, such as a household having more

* The formula for calculating the missing variable bias can be found in many textbooks, including William H. Greene,
Econometric Analysis. at 402 (3" ed. 1997). Observation ofthe equation shows that if the missing variable is
uncorrclated with an independent variable, then the cocfficient on that independent variable is unbiased. A regression
Was run to see if telephone prices are correlated with the varigble SH135SBET. The weighted average price for each of
the 4] states for which price data are available was created. The variable price was then regressed on the vaniable
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than a 100% probability of taking telephone service, or a household having a
negative probability of taking telephone service. Both of these situations are
impossible. Logistic regression analysis avoids this problem, and is appropriate for
roeasuring saturation concepts such as telephone penetration. The following graph
illustrates the difference between the two approaches. In the following graph
(taken from the Internet), “linear probability model” refers to OLS regression
results, and Y (ranging from 0 to 1) refers to probability, *

Comparing the LP and Logit Models
Y
Yt |- ’?
/
Logistic Regression Madel
Yuf} . X
A P;;;;Smmy Madel
o ———— . T . — l-“-_.-.__

Unfortunately, logistic regressions produce coefficients that are more difficult to
interpret than the coefficients that OLS produces. A few additional computations
are needed to use the coefficients in the cost-benefit analysis. Therefore, Table
2.H is created, which uses the coefficients from the logistic regression to determine
the number of households that would have taken phone service in 2000 and 2004 if
a 1.35 poverty level criterion were instituted nationally. The number of
households that would take telephone service because of a 1.35 PLC is then
compared to the number of households that would take Lifeline in Table 2.T.

Quantifying logistic regression coefficients

* For morc information on logistic regression analysis, vee Damodar Guyjarati, Basic Econometrics at 481491 (2™ ed,
1998).
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Tn a standard regression analysis, the effect that a change in the independent
variable has on the dependent variable js relatively easy to measire because it is
linear. When using standard linear regression, a model is often expressed as
follows: Y =a + b*X. In this equation, Y represents the dependent variable, “a”
Iepresents a constant, and “b” is the coefficient from the regression which is
multiplied by the size of the independent variable X. The symbol A is often used
to represent the change in a variable.

The change in Y caused by a change in X is then represented like this:

AY =b*AX. Thus, the change in Y for a change in an mdependent variable ig
simply the coefficient on the independent variable times the amount of the change
in that independent variable.

Because logistic regression analysis is not linear, however, the above calculation
cannot be made directly. Instead, two intermediate calculations must be made.
The first calculation quantifies the dependent variable using the mean values of the
independent variables, The second calculation quantifies the dependent variable
using the same means as in the first calculation, except that one of the independent
variables is set to the new policy level. The second calculation replaces the mean
of the independent of the variable in question (e.g., a policy variable) with an
appropriate value representing the change in the variable. If all states adopted a
1.35 PLC, then the percentage of low income households living in a state with a
1.35 PLC would move from 19.1% to 100%. So, in this case, the mean of
SH135BET (which equals 0.19 1) would be replaced with 1.00,

For both calculations, Y is calculated by the following equation:

Y =1/ (1 + ¢ Th09+0189"X,+ 753 X, + 7289 X, + 5217 X, + 032+ X, +- 0.326%X, N

Table 2.H explains the calculations. The coetficient values from the logistic
regression are in column a. The means of the independent variables are in column
b. Column ¢ multiplies columns a and b, These products are often called the
“partial effects”. The partial effects are then summed to create a Z score. The 7
score 18 simply a shorthand way of representing a +b1*x1 + b2*x2 + When
evaluating the independent variables at their mean values, the Z score equals 2.025.
Y (the probability that a houschold will take telephone service) js then calculated:
Y = 1/(1+e-%), which equals 88.3%. This means that, nationwide, households with
incomes below 1.35 times the poverty level have an 88.3% chance of having
telephone service.
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then summed to form the new 7 score, which equals 2.178. This new Z score i8
then used in the calculation as before: Y==1/(1 +e-%). The new value for Y is
89.8%. This means that if aj] states adopted a 1.35 PLC, then 89.8% of households
with incomes at or below 1.35 times the poverty level would have telephone
service. This represents a 1.5 percentage point increase (89.8% - 88.3%) in
telephone subscription rates.

To determine the number of households in 2004 that would take phone service due
to a 1.35 PLC, the difference in the Y’s (1.5%) is multiplied by the number of
households that are at or below 1.35 times the poverty level. Projections made
using the CPSH data indicate that in 2004, there will be 17,433,000 households at
ot below 1.35 times the poverty level. Thus, muitiplying 1.5% (which equals
0.015) times 17,433,000 households equals 259,000 households. Thus, 259,000
households would take telephone service due to a | .35 PLC in 2004.

Restricted use of observations and variables

The logistic regression analyses uses only selected observations and variables for
good reason. One reason is to address a specific policy proposal from the Joint
Board. The Joint Board is recommending using a 1.35 PLC. In order to determine
how such a plan would affect households at or below 1.35 times the poverty level,
only those households with incomes at or below 1.35 times the poverty level are
included in this analysis. There are 8,358 usable observations.

¢ Altematively, the sample could be restricted to households 2t or below 1,33 times the poverty level because there are
three states that have a 1,33 PLC. By including households a1 1.34 and 1.35 times the poverty level, we are implicitly
assuming that those houscholds arc eligible for Lifeline even though they just miss qualifying for it. On the other hand,
Testricting the sample to households at or below 1.33 times the poverty line would cxclude many morc households from
the sample in other states with a 1.5 PLC. It is not clear whether 2 1.33 PLC restriction is better than a 1.35 PLC.
Fortunatcly, the rosults arc the samc in either case. For hoth models, the coefficient on SHI135BET is virtually identical
with cither sample restriction.
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The number of state specific variables that can be included in the analysis is
limited because only § states have SH135BET equal to one. Therefore, including
additional state specific variables reduces the accuracy of the coefficient
SH135BET, the important policy variable used to quantify costs and benefits.

Discussion of variables in the specifications
Assumption that effects of a 1.33 PLC gre indistinguishable from a 1.35 PL.C

As mentioned earlicr, this study assumes that the effects of a 1.33 PLC are
statistically indistinguishable from a 1.35 PLC. Therefore, SHI35BET equals one
for the states that have 1.33 or 1.5 PLCs, There i3 no alternative to measuring the
effect of a 1.35 PLC because no states use a 1.35 PLC.

Further, the fact that this analysis treats states with a 1.5 PLC the same as states
with a 1.33 PLC is not problematic. This is because the households in the sample
are restricted to those that are at or below 1.35 times the poverty level. Thus, all
the households in the sample will make the same economic choice whether the
state in which they live has a 1.33 (or 1.35) or 1.50 PLC, because the houscholds
qualify for Lifeline under either criterion.

Inclusion of independent variables

HFOODSP was included because it captures the concept of “poverty” in a way that
income alone does not. Participation in the Food Stamps Program is an indicator
of special household needs. Without a variable like HFOODSP to capture poverty
in a way that income alone does not, the coefficient on SH135BET is negative and
insignificant, which is counter to a reasonable economic theory of Lifeline effects.

CALIFORNIA-Unique Effects.

The CALIF (California) variable was tested as a separate variable in the second
logistic regression because it was included in the Lifeline Model. The hypothesis
is that California’s policy of using self-certification for income-eligibility could
possibly have a unique impact on telephone subscribership that is different than
other states. Just as California was singled out in the Lifeline subscribership
regressions, one might reason that the umique policy of California should also be
reflected in the telephone subscribership analysis. The second logistic regression
examines the effects of accounting for California separately.
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The results indicate that living in California does not have a unique effect on
telephone subscribership. The second specification shows that the coefficient on
CALIF is not significant, which suggests that California’s self-certification policy
does not statistically significantly increase telephone subscribership among
Californians (compared to other states) with incomes at or below 1.35 times the
poverty level.”

The inclusion of the variable California in the logistic regression has a large
erroneous impact on the primary variable of interest, SH135BET (whether or not
the household is in a state with at least a 1.35 poverty level critetion). If the
logistic regression inchudes the variable California, then the coefficient on
SHI35BET is smaller and not statistically significant.8 If the variable California is
not included in the logistic regression, then the coefficient on SH135BET is larger
and statistically significant, as expected. This larger SH135BET coefficient is
found because the Lifeline program has a somewhat larger impact on low-income

households in California than in other states.

Furthermore, including a CALIF variable would compromise statistical accuracy.
Including the CALIF variable would lower the statistical accuracy of the income
criterion effect. Half of all households that live in a state with at least a 1.35
poverty level criterion for Lifeline are in California, so accounting for California
separately would wrongly remove any influence California observations have on
the “national” coefficient for the variable SH1 35BET. The influence from
California observations should be included in the coefficient for SH 135BET, and
so the 2nd model excluding the California influence (by including a CALIF
variable) is not used.

Because there is no compelling reason to account for California separately, and
because the coefficient on the variable California is not significant, households in

7 Because California has above-expected Liteline subscribership, one mi ght expect it to have above-cxpected telephonc
subscribership among households at or helow 1.35 times the poverty level. However, the data docs not support this.
When responding to the CPSH survey, households have no incentive to misreport their incomne, so those households in
California that report their income as being below the 1.35 times the poverty linc most likely really are below that
threshold, The result is that California telephone penetration follows that of the other states,

* Although the coefficient on SHI35BET is still positive, il is not statistical ly significant. If SH135BET is not
statistically significant, then it would be difficult 1o conclude that. states having a1.35 PLC (or less restrictive poverty
level eriterion) have any impact on telephone penetration.
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California are not singled out in the analysig by including a separate CALIF
variable. Thus, the California variable should not be included in the logistic
regression.

Total Lifeline support

The vatiable Total Lifeline support for the household is not included in the final
model for two reasons. (See discussion of “TotSup” from Technical Appendix 1.)
First, the total support that individuals within a state recejve depends on the carrier
that would potentially serve them. Thus, although the amount of total support from
the Jargest carrier in the state was chosen, there would be a large number of
households for which the variable “TotSup” would contain the wrong amount of
support. For the majority of households in the CPSH data, the location of the
household is unidentifiable, so the carrier that would potentially serve that
household is also unidentifiable.

Second, when the variable “TotSup” was tried in the logistic regression, it proved
not significant. When “TotSup” was included, the coefficient on SH135BET was
smaller, but was still significant.

The logistic regression was nmn using the statistical computer program SPSS
version 10. The regression analysis computer printouts are displayed below:
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Logistic Regression

Case Processing Summary

Unweighted Cases®

N Percent
Selected Cases Included in Analysis 8358 100.0
Missing Cases 0 .C
Total 8358 100.0
Unselected Cases 0 0
Totai 8358 100.0

a. if weight is in effect, see classification table for the total

number of cases.

Omnibus Tests of Model Coefficients

Chi-square df Sig.
Step1  Step 291.862 6 -000
Block 291.862 6 000
Model 291.862 6 .000
Model Summary
-2 Log Cox & Snell | Nagelkerke
Step likelihood R Square R Square
1 6138.251 .034 064
Classification Table?
Predicted
H TELHHD Percentage
Observed .00 1.00 Correct
Step 1 H_TELHHD .00 0 1079 0
1.00 0 7279 100.0
Overall Percentage 87.1
a. The cut value is .500
Variables in the Equation
B S.E. Wald df Sig. Exp(B)
Step  MOBHOME -.752823 109 47.273 1 .000 471
1 OWNKOME 728299 .081 81.442 1 .000 2.072
PCTONEYR 521155 077 45929 1 .000 1.684
SH135BET 189162 089 4.523 1 .033 1,208
HMTOTVAL .000032 000 30.847 1 000 1.000
HFOODSP -.326141 072 20.325 1 .000 122
Constant 1.091223 .086 160.887 1 .000 2.978

a. Variable(s) entered on step 1: MOBHOME, OWNHOME, PCTONEYR, SH135BET,

HTOTVAL, HFOODSP.
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Logistic Regression

Case Processing Summary

Unweighted Cases® N Percant
Selected Cases Included in Anglysis 8358 100.0
Missing Cases 0 .0
Total 8358 100.0
Unselected Cases ¢ .0
Total 8358 100.0

8. If weight is in effect, see cla

number of cases,

Omnibus Tests of Modal! Coefficients

ssification table for the totai

Chi-square df Sig,
Step 1 Step 293.757 7 .000
Block 293.757 7 .000
Mode] 293.757 7 .000
Model Summary
-2 Log Cox & Snell Nageikerke
Step likelihood R Sguare R Square
1 6136.356 .035 .064
Classification Table?
Predicted
H TELHHD Percentage
Observed .00 1.00 Correct
Step 1 H_TELHHD .00 0] 1079 .0
1.00 0 7279 100.0
Overall Percentage 87.1
a. The cut value is .500
Variables in the Equation
- B S.E. Wald df Sig. Exp(B})
Step  MOBHOME - 748590 110 46.727 1 .000 473
1 OWNHOME | 734328 .081 82,599 1 .000 2.084
PCTONEYR 517551 077 45218 1 .000 1.678
SH135BET 083355 116 520 1 471 1.087
HTOTVAL .000032 .000 29.878 1 000 1.000
HFOODsP -322910 072 19,905 1 .000 724
CALIF 222716 162 1.887 1 170 1.249
Constant 1.095058 .086 161.649 1 .000 2,989

a. Variable(s) enterad on

HTOTVAL, HFOODSP, CALIE.

step 1: MOBHOME, OWNHOME,

53

PCTONEYR, SH135BET,




Federal Communications Commission FCC 03]-2
April 29, 2004 Order

SEPARATE STATEMENT OF
CHAIRMAN BOB ROWE, MONTANA PUBLIC SERVICE COMMISSION

Rc: Federal-State Joint Board on Universal Service, Recommended Decision on Low-Income
Programs.

This inquiry developed a wealth of good ideas: Good ideas to incrcase awareness of
Lifeline and Link-up; to better match eligibility requirements with need; to increase
participation; and to lower fransaction costs while preserving accountability., Ultimately, all of
these ideas are intended to cnsure that the programs better achieve Con gress’s goals for them.

In very many instances, the Joint Board recommends that this compendium of good ideas
be used by the states to tailor programs most appropriate to their specific circumstances. This is
very much a prudential, “cooperative federalist” approach to achieving the programs’ purposes.
It cncourages state creativity, To succeed, it will require greater effort and engagement from
many states, inciuding my own. Specifically, it will require close coordination between state
public utility commissions, state and local human services agencies, the industry, and other
stakeholders.

Consistent with coopcrative federalism, 1 hope this recommendation will also stimulate a
multi-directional dialoguc, with states sharing successful strategies, and reporting back through
some cfficient medium on their implementation of this recommendation in ways that will
provide useful information to the FCC and to othcrs intercsted.

I am pleased that the Joint Board gave this referral the same close attention it has
afforded the othcr important issues with which it has recently dealt.



SEPARATE STATEMENT OF
COMMTISSIONER LILA A. JABER, FLORIDA PUBLIC SERVICE COMMISSION

Re: Federal-State Joint Board on Universal Service, Recommended Decision on Low-Income
Programs.

An important aspect of the Federal Communications Commission’s (FCC) mission is to
ensurc that tclecommunications services arc available to “all the people™ of the United States. To
that end, the Low-Income Program has been designed to assist eligible economically
disadvantaged houscholds that want, but cannot afford, telephone service by discountin g services
provided by local telephone companics. I believe that this recommended decision, if
implemented, will improve the effectiveness of the program by addressing issues relatin gto
sustainability and accountability. I wish to thank my colleagues on this Joint Board for a
balanced and well-reasoncd recommended decision.

I am optimistic that this recommended decision will cnsure that those customers that need
assistance will be eligible to rcceive jt by expanding the list of federal cligibility criteria; I
support their inchision. The lon g-term sustainability of the program requires effective
accountability. Several states have taken such steps to ensure program integrity by utilizin g
automated enrollment procedures both to add elj gible households and to remove them when they
no longer qualify, Iam pleased that this recommended decision has been used to highlight
successful stratcgies that states may consider implementing to improve participation in thc
program. I am especially encouraged by the recommendecd decision’s proposal that would
require states to establish a verification plan. While I have doubts about the use of self-
certification as a means of verification, I trust that the flex ibility recommended for state
implementation will successfully root out any waste, frand, and abuse that may exist in the
program,



SEPARATE STATEMENT OF
BILLY JACK GREGG, DIRECTOR OF THE CONSUMER ADVOCATE
DIVISION, PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

Re: Federal-State Joint Board on Universal Service, Recommended Decision on Low-Income
Programs.

According to the Commission’s Jatest report on telephone subscribership, 95.1% of the
109 milkion households in the United States have telephone service.! This is a remarkabie
achievement, but it still falls short of the goal of universal availability and affordability of service
set forth in the 1996 Telecom munications Act. The fact that 95.1% of homes are connected (o
the telccommunications network means that over 5 million houscholds in our country do not
have telephone service, Moreover, this number has remained persistent. Since 1990, the overall

and 6.4 million.?

The Joint Board and the Commission took action in 1997 to address the large number of
unconnected houscholds in our nation by expanding the federal Lifelinc and Link-Up programs.
Since that time 7.4 million households have been added to the telephone nctwork and the
percentage of houscholds without phone service has dropped.’ Unfortunately, in spitc of these
efforts and the cfforts of the individual Statcs, the number of houscholds without phone service
remains high.

Poverty is obviously the primary factor limiting the ability of unconnected houscholds to
join the telephone network. Low-income customers arc significantly less likely to have
telcphone service than are other consumers.* The federa] Lifeline and Link-Up programs
provide numerous options to low-income individuals and families to overcome the cost of
obtaining and maintainin g phone service. The Link-Up program will pay the lion’s share of

local connection charges and provides for the waiver of all deposit requircments if a customer

encourages states to add discounts of their own. In some cases, these discounts can represent
90% of a regular phone bill. However, federal and state programs to assist in the payment of
phone bills are of no usc if 2 low-income customcer cannot get phone scrvice becausc of an
outstanding balance for unpaid local and/or long distance scrvice,

' Telephone Subscribership iv the United Stares, FCC Wireline Competition Bureau, JAD (Feb. 12, 2003), Tablc I,
htip !//WWW.ch,gOV/BglﬁallS/QQ!m. on_Carrier/Reports/FCC-State Link/lA!Q[subsQZ!)Z.pdf.

? The number of houscholds without telephone service last topped 6 million in Novermber 2000 and has only dipped
below § million once, in March 2002, Id., Table [,

11d, Table 1.

" The telephone penetration rate in houscholds with annual incomes below $5,000 is 78.9%, rising 10 99.3% in
households with ennual incomes above $75.000. /d., Table 4.



I'believe a large number of the 5 to 6 million houscholds that do not currently have phonc
service, do indeed want phone service and can afford the discounted Lifeline monthly charges on
a going-forward basis, However, these customers cannot be connected to the network because
they have previously had phone service, lost it for non-payment of local and/or long distancc
charges, and cannot afford payment of the unpaid balance. In short, the outstanding balances
from previous phone service for these low-income customers stand as a barrier to these
customers reconnecting to the tclephone network.

In taking further action on modifying the Lifeline and Link -Up programs, I urge the
Commission to solicit data from interested parties to document the number of customers that
remain disconnected because of prior balances, and the number of qualifying Lifeline and Iink-
Up customers who are precluded from obtaj ning servicc becausc of outstanding balances for
local and/or long distance service. The Commission should also invest gate whether changes can
be made to the Link-Up program to address thesc prior balances for local and/or long distance
service.” Such changes could include reconnection upon agreement by the qualifying customer
to pay off the outstanding balances over a petiod of months — for example, six months or twelve
months — in equal monthly payments. In return, the customer would be provided with Lifeline
service with mandatory toll blockin g until the past due balance was paid off. The Commission
could also invite comment on whether jt would be appropriate for the Link-Up program to pay a
set percentage of the past outstanding balances for local service, and whether such payments
should bc contingent on state matching payments.

L applaud the work of the States, the Commission and the Joint Board in attempting to
make the Lifelinc and Link-Up programs morc effective. | sincerely hope that the
Recommended Decision which we issue today will move these efforts forward, However, we
must never lose sight of the fact that our goal is to connect the unconnected and to keep phone
service affordable for gveryone. We must continue to search out and climinate programmatic
and structural impediments to greater participation in the telecommunications nctwork by all of
our citizens. I believe cxpanding Lifcline and Link-Up assistance to address the issue of past
balances will go a long way toward eliminating a major hurdie faced by low-income customcrs
in attempting to become full participants in our globally connected society.

* Itecognize that the Fifih Cireuit has previously held that a ruje prohibiting disconnections of local service for non-
payment of long distance bills cxceeded the Commission’s jurisdiction, ahsent additional justification, Texas Office of
Public Utility Counsel v, FCC, 183 F.3d 393, 424 {5" Cir. 1999). The issuc ] raisc now is the diffcrent but related issue
of whether the Commission may properly design a program to gssigt in reconmecting low-income customers to the
network. Such 2 program could involve partnering with States or providing induccroents to the States to reconnect
such customets.



